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DEPOSITED BY THE . 
UNITED STATES OF AMERICA 


EXAMINATION OF NATIONAL BANKS 





THURSDAY, JANUARY 19, 1956 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., the Honorable Brent Spence, 
chairman, presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
O’Hara, Mrs. Sullivan, Messrs. Fountain, Ashley, Vanik, Davidson, 
Talle, Widnall, Mumma, McVey, Hiestand, Nicholson, and Bolton. 

The CuarrMAN. The committee will be in order. We will hear the 
testimony on S. 1188 first. 

(The bills are as follows:) 


[S. 1188, 84th Cong., Ist sess.] 


AN ACT To amend section 5240 of the Revised manent. as amended, relating to the examination of national 
anks 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first paragraph of section 5240 of the 
Revised Statutes, as amended (12 U.S. C. 481), is amended by deleting the first 
sentence thereof and substituting therefor the following sentences: ‘‘The Comp- 
troller of the Currency, with the approval of the Secretary of the Treasury, shall 
appoint examiners who shall examine every national bank twice in each calendar 
year, but the Comptroller, in the exercise of his discretion, may waive one such 
examination or cause such examinations to be made more frequently if considered 
necessary. The waiver of one such examination as above provided shall not be 
exercised more frequently than once during each two-year period beginning Jan- 
uary 1, 1955.”; and by deleting from the second sentence thereof the following: “, 
or of any other member bank,”’. 

Sec. 2. The third paragraph of section 5240 of the Revised Statutes, as 
amended (12 U. 8S. C. 482), is amended by deleting the second sentence thereof 
and substituting therefor the following: ‘‘The expense of the examinations herein 
provided for shall be assessed by the Comptroller of the Currency upon national 
banks in proportion to their assets or resources. The assessments may be made 
more frequently than annually at the discretion of the Comptroller of the Cur- 
rency. The annual rate of such assessment shall be the same for all national 
banks, except that banks examined more frequently than twice in one calendar 
year shall, in addition, be assessed the expense of these additional examinations.” 

Sec. 3. The seventh paragraph of section 5240 of the Revised Statutes, as 
amended (12 U. 8. C. 482), is deleted and there is substituted therefor the follow- 
ing: ‘‘In addition to the expense of examination to be assessed by the Comptroller 
of the Currency as heretofore provided, all national banks exercising fiduciary 
powers and all banks or trust companies in the District of Columbia exercising 
fiduciary powers shall be assessed by the Comptroller of the Currency for the 
examination of their fiduciary activities a fee adequate to cover the expense 


thereof.” 
Passed the Senate May 31 (legislative day, May 2), 1955. 
Attest: FELTON M. JoHNSTON, 


Secretary. 
1 
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(S. 1736, 84th Cong., Ist Sess.] 


AN ACT To amend section 5146 of the Revised Statutes, as amended, relating to the qualifications of 
directors of national banking associations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 5146 of the Revised Statutes, as 
amended (U.S. C., 1952 edition, title 12, sec. 72), is amended-by deleting there- 
from the words “‘three-fourths’’, “fifty” and ‘‘fifty-mile’”’, and Ban Mi rar there- 
for the words “‘two-thirds’’, ‘one hundred” and ‘‘one-hundred-mile’’, respeetively. 

Passed the Senate May 31 (legislative day, May 2), 1955. 

Attest: 


Fe.tton M. Jounston, Secretary. 


The CHAIRMAN. Mr. Clerk, call the witnesses. 
The Cuierx. The first witness is the Honorable Ray M. Digney, 
Comptroller of the Currency. 


STATEMENT OF RAY M. GIDNEY, COMPTROLLER OF THE CUR- 
RENCY, ACCOMPANIED BY L. A. JENNINGS, DEPUTY COMP- 
TROLLER, TREASURY DEPARTMENT 


Mr. Gipnry. Mr. Chairman, I would like to have Mr. Jennings, 
Deputy Comptroller, with me, if you please. 

The CHatRMAN. You may proceed. 

Mr. Gipney. Mr. Chairman, members of the committee, from 1864 
to 1913, the Federal statutes provided that national banks be ex- 
amined as frequently as the Comptroller of the Currency might con- 
sider it to be desirable and necessary. During much, and possibly 
all, of this period it is believed that the various Comptrollers of the 
Currency exercised their discretionary power by examining national 
banks twice in each calendar year. Legislation was enacted in 1913 
which required the Comptroller of the Currency to examine national 
banks twice each year and gave him the authority to make such addi- 
tional examinations of individual banks as the circumstances might 
require. This is the currently governing statute. 

The laws of the 48 States, as they pertain to the frequency of ex- 
aminations of State-chartered banks by the respective State banking 
departments, are as follows: 

States requiring only one examination per annum: 


Alabama Maine Pennsylvania 
Arizona Massachusetts Rhode Island 
Arkansas Michigan South Dakota 
California Mississippi Utah 
Connecticut Missouri Vermont 
Delaware Montana Virginia 
Georgia New Hampshire Washington 
Illinois New York West Virginia 
Kentucky North Carolina Wisconsin 
Louisiana Oregon 


States requiring two examinations per annum: 











Colorado South Carolina North Dakota 
Idaho Texas Oklahoma 
Maryland Florida Tennessee 
Nebraska Kansas Wyoming 
New Mexico Minnesota 

Ohio Nevada 


States giving discretionary authority to State banking departments: 


Indiana ! New Jersey ! 


1 At the present time 1 examination per annum is made. 


Iowa ! 
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It will be noted that several States having very substantial banking 
resources are among those requiring only one examination per annum. 

The proposed bill, S. 1188, would provide elasticity to the require- 
ment of the present ‘law that all national banks be examined twice in 
each calendar year by permitting the Comptroller of the Currency, 
in his discretion, to waive one such examination not more frequently 
than once in each 2-year period commencing January 1, 1955. 

The experience gained by the Comptroller’s office over a long 
period of years has proved that two examinations per annum is a 
desirable examination frequency schedule for a large proportion of 
national banks. However, it is apparent to the Comptroller and to 
the career officials of his office with many years of experience in the 
examination of national banks that the statutory requirement of two 
examinations per calendar year for all national banks is unnecessarily 
rigid, not conducive to the best utilization of the time and efforts 
of national bank examiners, and that the requirement could safely 
be made more flexible. 

The basic purposes of this legislation are as follows: 

1. It will permit a more effective utilization of the time and efforts 
of the national bank examining force. 

2. It will result in more thorough examinations being made by the 
existing force of national bank examiners, or even with a somewhat 
reduced force, which will be more valuable to the banks as well as to 
the Comptroller. 

3. The expenses of the Comptroller’s office, which are borne by 
national banks, should be reduced slightly over a period of time. 

Should this legislation be enacted, it would not be the policy of the 
Comptroller’s office to waive 1 of the 4 examinations during each 2- 
year period in every possible case, but rather to adjust examination 
schedules so as to obtain the maximum benefit from the examination 
work performed. As I have already stated, our experience proves that 
2 examination per annum is a desirable examination frequency 
schedule for a large proportion of national banks, and those banks will 
continue to be examined 4 times each 2 years. However, in the case of 
many adequately capitalized banks with sound asset structures and a 
long record of capable management of proven ability, it would be safe 
to omit 1 of the 4 examinations over a 2-year period. 

The time thus saved would permit the Comptroller’s examining 
staff to be utilized to better advantage by making more thorough 
examinations generally and devoting additional time to those banks 
considered to require a somewhat greater than normal degree of super- 
vision. 

The extent to which the Comptroller would exercise his discretion 
to waive 1 of the 4 examinations each 2 years would depend not so 
much on the number of adequately sound banks eligible for such 
treatment as it would on the number of banks whose condition war- 
ranted more thorough examinations, thereby requiring the time and 
efforts of examiners in examining such institutions where their talents 
would be utilized to the best advantage and in the best interests of 
all concerned. 

Many banks whose condition and management would adequately 
warrant the waiver of one examination will not receive such a waiver 
unless and until it is determined that the services of the Comptroller’s 
examining staff can be utilized to better advantage in making examina- 
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tions of other banks. An examining force capable of meeting fluctuat- 
ing examination requirements must be maintained, and it necessarily 
follows that initially a large and ultimately a fair number of banks will 
be examined twice each year that would easily merit the biennial 
waiving of one examination. 

I have noted that one of the basic purposes of this legislation is to 
reduce, at least slightly, over a period of time the cost of maintaining 
the office of the Comptroller of the Currency which is borne by national 
banks. It is most difficult, and probably impossible, to make an 
accurate estimate of the reduction in costs that will ensue. It is the 
intention of the Comptroller to utilize his discretionary power to waive 
1 examination each 2 years, provided this legislation is enacted, in such 
a manner that the services of the current examining force will be 
utilized on a full-time basis. 

There will not be a forced reduction in our staff of natioaal bank 
examiners and assistant national bank examiners either immediately or 
in the future. Over a period of time the examining force would be 
reduced to some extent but only as this comes about through normal 
retirements, voluntary resignations, and the failure to employ 
replacements. 

It should be stated that the force of 258 national bank examiners 
and 566 assistant examiners (end of 1955) is not adequate in number 
to meet the present requirements of two examinations each year 
despite persistent efforts to augment it. Simply as a rough estimate, 
we would hope that a reduction in costs amounting to 15 to 20 
percent should be possible over a period of time. 

At the present time, each national bank is billed at the close of 
each examination for its share of the expenses of examinations. The 
assessment is based on the assets or resources of the bank at the date 
of examination and the formula used is $75 for the first $25,000 of 
assets plus 3% cents per thousand of remaining assets. The cost of 
1 examination for a national bank having $8 million of resources is 
$354.12, and for an $8 billion bank is $280,074.12. The proposed 
legislation would amend the present law to permit assessments based 
upon the assets or resources of the banks to be made on dates selected 
by the Comptroller rather than on the dates of examination of the 
various banks. 

It would also provide that the annual rate of assessment shall be 
the same for all national banks except that banks examined more 
frequently than twice in 1 calendar year, shall, in addition, be as- 
sessed the expense of the additional examinations. This means that 
whether a bank is examined once or twice in a calendar year, the 
amount it will pay to the Comptroller will be the same. This elim- 
inates the probability of arguments that the Comptroller should 
exercise his discretionary power to waive 1 examination over a 2-year 
period so as to reduce the supervisory costs to the banks concerned. 

Banks examined more frequently than twice in a calendar year 
will be assessed in the same manner as all other national banks, but 
will be required, in addition, to pay the actual expenses of the special 
examinations. 

The purpose of assessing the banks upon dates selected by the 
Comptroller rather than on the dates of examination stems from the 
fact that some banks will be examined only once, and also to permit 
the billing to be done directly from the Washington office rather than 
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by the examiner in the field. The same date for determining the 
assets which will serve as a basis for the assessments will be used in 
the case of all national banks. Billing will be done on a quarterly or 
semiannual basis. 

Section 3 of S. 1188 would provide that all national banks exer- 
cising fiduciary powers and all banks and trust companies in the 
District of Columbia exercising fiduciary powers shall be assessed by 
the Comptroller of the Currency for the examination of their fiduciary 
activities a fee adequate to cover the expenses thereof. 

Our experience proves that it is not practical to base the assessments 
for examining trust departments upon the amount of assets under 
administration since the values at which trust assets are carried vary 
from bank to bank and frequently have no relation to actual value. 
A fee based upon the actual cost to the Comptroller’s office of making 
each trust examination will be fair to all concerned. 

For the reasons stated, we urge enactment of the proposed legisla- 
tion. We believe it will result in better supervision of the national 
banking system and at a somewhat lower cost to the banks. 

Mr. Gipney. That is the formal statement, Mr. Chairman. If 
there are any questions, we would be glad to respond. 

Mr. Parman. I would like to ask a few questions, Mr. Chairman. 

The CHarrMaAn. Mr. Patman. 

Mr. Parman. Mr. Gidney, since the law was changed, I believe in 
1935, so that the banks could obtain money or credit from the Federal 
Reserve System by using Government bonds instead of eligible paper 
now, and therefore it makes it less necessary for them to be examined 
so frequently than before; is that correct? 

Mr. Gipney. I think that would have to be qualified a little bit. 
For a long period, the amount of loans in the banks went down and 
the holdings of Governments went up, so that at one time it wasn’t 
unusual for a bank to have 80 percent of its assets in cash and Gov- 
ernments, but we have had a reversal of that trend and today the 
loans are up so that for the national banks they are in the order of 
36 or 37 percent of assets. 

Mr. Parman. You mean the loans are 36 and 37 or the Govern- 
ments? 

Mr. Gipney. The Government securities are 40, 41, or 42. The 
loans are 36 or 37. It is close to that. I haven’t the exact figure 
with me but it is in that region. The cash is 22 or 23 percent. 

Mr. Parman. Let’s get that just a little bit more positive, if you 
please, Mr. Gidney, I don’t understand your percentages there 
now; 36 or 37 percent—you mean that is loans or Government 
securities? 

Mr. Gipney. That is loans. 

Mr. Parman. How much is Government securities? 

Mr. Grpney. All securities would be about 42 percent, of which 
four-fifths would be Government. Mr. Jennings tells me that loans 
are up to about 40. 

Mr. Patrman. Didn’t that law substantially change our thinking in 
America about the use of a central bank? In other words, before 
that, we considered a central bank for the purpose of enabling people 
who were principally engaged in production, or a business, where 
they would need immediate money for a short period of time, and they 
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would give notes to commercial banks and those notes would constitute 
eligible paper, which could be put up to the central bank and money 
obtained on them for reserves. Wasn’t that the principal thinking 
before the Federal Reserve System, and the reason for the enactment 
of the Federal Reserve law? 

Mr. Grpney. I think that unquestionably was in the minds of those 
who wrote and framed the bill. 

Mr. Parman. That is right. That is my understanding from read- 
ing all the hearings and everything. After the law was enacted in 
1935 for emergency purposes only, I thought, the law was changed to 
let banks temporarily use Government bonds as eligible for the 
purpose of getting money from the central bank and use that money as 
reserves, upon which they could expand for making loans and invest- 
ments. 

Mr. Gipney. Mr. Patman, I think that change came earlier. 

Mr. Parman. It was really made in 1933. 

Mr. Grpnry. The change allowing them to use Governments, I 
think, came in the period of the First World War. 

Mr. Parman. J am quite sure that is not correct, Mr. Gidney, 
according to my recollection. Maybe I am wrong. If I am wrong, 
I want to be corrected now. I thought the first change was made in 
1933 and perpetuated in the 1935 act. 

Does Mr. Jennings remember that? 

Mr. Jenninos. I believe, Mr. Patman, that the banks were able 
to borrow from Federal Reserve against a pledge of their United 
States bonds well before 

Mr. Parman. I can’t hear you. 

Mr. Jenninos. I believe the banks were able to borrow from the 
Federal Reserve banks against a pledge of United States bonds well 
before 1933. 

Mr. Parman. I would like to know the citation on that, Mr. 
Jennings. 

Mr. JENNINGS. I will attempt to obtain it, sir. 

Mr. Parman. Wasn’t it a temporary period, maybe in 1931 or 
1932, during the times of a severe depression? 

Mr. Gipney. Mr. Patman, I have in my mind that the important 
change that was made in the acts of 1933 and 1935 

Mr. Patman. That is what I am talking about. 

Mr. Gipnry. The important change that was made was to broaden 
the scope of the loans which could be made by Federal Reserve banks, 
not only to include Governments, but to include any asset. 

Mr. Parman. Any eligible paper, including the bankers own notes? 

Mr. Grpney. Any assets satisfactory to the Federal Reserve bank. 

Mr. Parman. The point I am trying to make is, Mr. Gidney, don’t 
you think that caused the bankers in the country to become just a 
ittle bit more indifferent toward making small business loans and 
loans to local business and industry because it required so many 
conversations and so much trouble, dealing with so many people to 
get so little in loans, when they could just use Government bonds and 
get money from the central bank without having this eligible paper? 

Don’t you think that had a tendency to make the bankers a little 
bit lazy? 

Mr. Gipney. That is a rather hard question. You don’t expect 
me to agree, do you? 
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Mr. Parman. No. I wouldn’t expect you to agree. I just have a 
feeling that it would. It is just like feeding a dog before you go 
hunting. 

Mr. Gipney. During the Second World War, there was a tendency 
to go largely into governments, but after, or since that time, since the 
war was over, the banks have gone more vigorously than ever into 
making loans, large and small. They have gone out into the personal 
loan field, and installment loans, consumer credit, which is now at a 
high, and have become very much more alert and vigorous in that 
field, I believe, than they ever were before. 

Mr. PatMman. I am glad to know your view of it. I know you are 
telling us what you believe is absolutely true and correct. 

Haven’t the number of banks decreased a lot in the last year, about 
260 or 275, through mergers? 

Mr. Gipney. I have some figures on that which I got together in a 
different connection. 

The total number of banks—I have figures running back for 6 
years. The total number of banks at the end of 1949 was 14,705. 
That has decreased little by little each year to 14,267, preliminary 
figures for the end of 1955. 

Mr. Parman. How many, 14 months? 

Mr. Gipney. 14,267. 

Mr. Parman. How many did they decrease last year? 

Mr. Gipney. 121. 

Mr. Parman. What about the State banks? 

Mr. Gipney. That is all banks in the country. 

Mr. Parman. That is all banks under FDIC, I presume? 

Mr. Gipney. That is right. 

Mr. Parman. I read in the American Banker, New York Times, 
or Wall Street Journal, some reliable publication, that they were 
reduced about 260 or 275. 

Mr. Gipney. There were banks taken out of business by mergers, 
but there were new banks organized. 

Mr. Parman. Wait just a minute. We don’t have our definitions 
straight. There was a reduction of about 260 or 275, but there were 
other banks organized, which made the net total reduction about 121? 

Mr. Gipney. That is right. 

Mr. Parman. About 260 or 275 were actually taken out of business 
by merger or otherwise? 

Mr. Gipney. 225 is the figure I have. 

Mr. Parman. 225. 

Mr. Gipnry. That is the preliminary figure for the end of the year, 
but that is close to being accurate. 

Mr. Patman. In the FDIC—and you are, of course, on the FDIC 
Board, as Comptroller of the Currency 

Mr. Gipney. That is right. 

Mr. Parman. You have charge of all the banks, State and National, 
that have their deposits insured. Mr. Gidney, I have often wondered 
why the FDIC should actually have any supervisory power control 
over banks, since they are the insurance company. Have you ever 
expressed yourself on that, or would you like to express yourself? 
You see, they are supervised by other agencies, yet they are national 
banks. They are supervised by the national bank examiners and 
also the Federal Reserve. They have the power to examine them, 
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and if they belong to the Federal Reserve System as State banks, they 
are examined. 

However, there is a large number of State banks that are not ex- 
amined by Federal authorities, and I can see some reasoning there, 
maybe, for them to be examined by FDIC, but why should these 
others be examined by FDIC? In other words, an insurance com- 
pany, the company that carries your automobile insurance, if they are 
around every morning to ask you about your car and if you are keeping 
it up and if you are driving it right, and they want to make sure that 
they didn’t have any chance of a loss and an accident that day, and 
so forth, and try to direct your driving, you would be rather annoyed, 
wouldn’t vou, and you wouldn’t like it, because they carry your insur- 
ance, they tell you how to run your btsiness. 

Don’t you think the banks really have a right to think along the 
same line with the insurance company, of the Government always 
digging into their affairs? 

Mr. Grpnry. Mr. Patman, Mr. Cook is here and I think that some 
of that would be a proper question to address to him. 

Mr. Patman. Who is Mr. Cook? 

Mr. Grpnry. The Chairman. 

Mr. Patman. He is Chairman of the Board. 

Mr. Gipney. To answer part of your question 

Mr. Parman. But you are a member? 

Mr. Gipnry. That is right. 

Mr. Parman. In fact, a very important member? 

Mr. Gipney. They de not examine the national banks except in 
a rare instance, where one gets in serious trouble. We examine them 
and that is the only examination made of the national banks. They 
do not examine the banks which are members, the State banks which 
are members of the Federal Reserve System which are examined by 
the examiners for the Federal Reserve banks, approved and appointed 
by Federal Reserve Board. They do examine the State banks which 
are neither national nor State members, which are insured members 
of the FDIC. 

I don’t want to take in too much ground, but I think that is very 
desirable, sir. 

Mr. Parman. You know I qualified it that way. I said I could 
see some reasoning for that. 

Mr. Gipney. It might be possible it would be better if those who 
insure the automobile drivers did come around to see them often. 

Mr. Parman. You would change your insurance company every 
time. 

Mr. Mumma. Could I interrupt? 

Mr. Patman. Yes, sir. 

Mr. Mumma. That last statement you made is very true. Today 
the automobile—particularly the truck insurance people, make a very 
careful survey. They have cars out along the road, and should they 
see one of your drivers going past a stop sign or exceeding the speed 
limit, they repert it to you, and I think it is a very worthwhile service, 
and it has reduced our truck insurance tremendously, as to the acci- 
dents we have. I believe in the FDIC. 

Mr. Parman. I can see a reasoning for that, too. Suppose it is 
fire insurance on your home. You wouldn’t want the snoopers 
coming around. 
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Mr. Mumma. They do the same way. ‘The insurance man gets 
his business that way. 

Mr. Parman. I will not pursue that further. 

I want to ask you this question, Mr. Gidney. How much in assets 
does FDIC have to insure the deposits of the banks that are insured 
by FDIC? 

Mr. Gipney. The Federal deposit insurance fund—I should 
Mr. Cook or Mr. Shearer to correct me— 

Mr. Parman. I will ask if it isn’t about $1.75 per $100? 

Mr. Gipney. Approximately $1,650 million. 

Mr. Patman. How much is that per $100? 

Mr. Gipney. About eight-tenths of 1 percent, I believe. 

Mr. Parman. How much is that dollarwise, eight-tenths of 1 per- 
cent? The last figure I had was $1.75 per $100. Is that approxi- 
mately correct? 

Mr. Gipney. I was speaking of total deposits in the banks. I 
should have to ask Mr. Cook. 

Mr. Parman. Would you answer, Mr. Cook, if you please? 

Mr. Gipney. It is about eight-tenths of 1 percent of the total 
deposits in those banks. 

Mr. Boiron. That are insured? 

Mr. Gipnrey. The insured would be less than that, so the figure 
I shall have to get. 

Mr. Patman. Somebody should be able to answer that, Mr. 
Gidney. Is it $2 per $100 that you have to insure as reserve, or is 
it $1? 

Mr. Gipney. I think your $1.65 is near enough, so that it is either 
plus or minus from that. 

Mr. Parman. $1.75. Is that approximately right? 

Mr. Gipnry. Near enough. 

Mr. PatMAN. Don’t you think that is pretty small to have as a 
reserve? In other words, what you are really var aay at, anyway, is 
not so much that reserve, as the fact that the Government of the 
United States is behind it; isn’t it? 

Mr. Gipney. That is true. 

Mr. Parman. That is the main thing, and the further fact that you 
can go to the Treasury and borrow $3 billion any time you need it 
and you don’t have to pay anything to have that assurance set aside, 
like going to the Small Business Administration and getting a tentative 
agreement on a loan in the future. 

You have to begin to pay something on it all the time. FDIC 
banks don’t have to pay anything on that $3 billion. 

Mr. Gipnry. No, sir. 

Mr. Parman. The main reason is the Government of the United 
States is behind it, the reason you can take $1.75 on $100 and insure 
all these deposits. 

Mr. Gipney. I would have to do a little thinking before I would 
say ves or no to that. 

Mr. Parman. Have you taken any stand on installment buying? 

Mr. Gioney. We sent out a letter last summer, urging the banks 
to follow time-tested principles, and not get too far off standards. 

Mr. Parman. What about the credit unions? Have you taken any 
stand on credit unions? 
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Mr. Gipney. I don’t believe we have studied the problem. I don’t 
believe we have taken a stand. 

Mr. Parman. You are not against credit unions? 

Mr. Gipney. No, sir. 

Mr. Patman. You encourage them at every opportunity? 

Mr. Gipney. I neither have an opportunity to encourage or 
discourage them. I don’t have an opportunity to touch them. 

Mr. Patman. You think they are a fine thing? 

Mr. Gipney. I wouldn’t say that.. I am relatively neutral. 

The CuarrMan. Are there any further questions? 

Mr. Parman. I will yield the floor. I am taking more time than 
I should. 

The CHarrMan. Are there any further questions? Mr. Nicholson? 

Mr. Nicnoxtson. Mr. Chairman, I am getting kind of confused. 
I couldn’t find that in the bill anywhere. I was just’ wondering 
what change this made. 

The CuarrMan. Were you here when Mr. Gidney testified? 

Mr. Nicuoutson. No. I just came in. 

The CuatrMan. You can find that in the record. 

Mr. Mutter. I’m afraid he can’t, Mr. Chairman. 

The CuarrMan. I think he can. 

Mr. Mutter. May I have the witness, if no one else wants him? 

The CuatrMaAn. Yes. You may proceed. 

Mr. Botton. Would you yield for a clarification? 

Mr. Mutter. Yes. 

Mr. Botton. May I have those figures, 40 percent in loans 

Mr. Gipney. These are approximate figures. Let me see if they 
are going to total up. I would have given them 38 percent loans, let’s 
say, 40 percent in securities—that will be 78—and 22 percent in cash. 

Mr. Botton. Of those securities, what percent are Federal? 

Mr. Gipney. Of the national banks, about four-fifths are Govern- 
ment. Those percentages, I might be 2 or 3 percent off in any one of 
them. 

Mr. Mumma. Mr. Chairman, could I ask a question? Are you 
finished, Mr. Bolton? 

Mr. Botton. Yes. 

Mr. Mutter. I yield. 

Mr. Mumma. I asked for the floor before you. 

Mr. Mutter. I will wait. 

Mr. Mumma. Does the decline in the percentage of Government 
bonds owned by banks indicate that they are buying less, or is it that 
the resources are going up so fast, and by taking more commercial 
loans, the percentage of Government bonds held is naturally reduced? 

Mr. Gipney. That is the answer, sir. They have reduced their 
amount of Governments during the past year and increased the amount 
of loans. 

Mr. Mumma. They haven’t reduced it by selling—they retain 
them, but as their assets grow, the percentage of Governments becomes 
less? 

Mr. Gipney. I am sorry, I didn’t bring the figures, but I think we 
find that during the year 1955, the amount of Governments held was 
substantially reduced. 

Mr. Mumma. Now another question: You mentioned about the 
Government war bonds. Isn’t it true, the national bank examiners, 
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to smal] banks at least, practically dictated the amount of Govern- 
ments they should have, and I notice in one, Pembrook National 
Bank is one, that two very good friends of mine were on, and at that 
time the examiners would dictate how many Governments they were 
able to take. 

Mr. Gipney. Mr. Jennings shakes his head. He doesn’t think 
that could have happended. 

I wouldn’t know about that. I wouldn’t think that would have 
been a proper 

Mr. Mumma. It is not a big point. I continually hear the fact 
brought up about the banks having so many Governments. I think 
the small banks in our community still have a large percentage of 
them, and such percentage follows a pattern. 

Mr. Gipnrey. Take the figures we have given, there is still a very 
substantial percentage. That is still a high holding of Governments. 

Mr. Mumma. I noticed a bank statement a couple of weeks ago. 
The percentage was up around 60 or 70. 

I have another point, Mr. Chairman. This is beside the point, 
Mr. Chairman, but that is not uncommon in this committee. 

In a bank like the great big ones, you say the $8 billion banks, 
don’t you practically have examiners there all the time, rather than 
putting a big crowd of men in at one time? How does that work? 

Mr. Gipney. In some of those larger banks it would take 3 or 4 
months to complete the examination, but we are not there all the 
time. That is one of the reasons that we ask for this bill. When we 
go in, we almost meet ourselves coming out. That is a waste of 
human effort to do it that way. 

Mr. Mumoa. I know when you go in a bank sometimes, if you 


want something in a hurry, they always have the excuse, ‘The 
examiners are here.” 


That is all. 

Mr. Mutter. Mr. Chairman. 

The CuarrmMan. Mr. Multer. 

Mr. Mutter. Mr. Gidney, one of the last questions you answered 
to Mr. Patman was with reference to credit unions. I think you said 
that you were not prepared to say credit unions are a good thing. 

Mr. Gipney. I am not taking a position on credit unions at this 
time. 

Mr. Mutter. I wanted to be sure the record wasn’t left with the 
intimation that you were saying they were bad. 

Mr. Gipney. I didn’t say they are bad. I should take the ad- 
vantage of your question to be a little bit more responsive. I think 
they are very good, if they are handled in the field which they were 
designed for, and are well handled. 

Mr. Mutter. And that field is a banking field? 

Mr. Gipney. It is a cooperative movement of closely linked people 
to help each other. 

Mr. Mutter. Its function is a banking function? 

Mr. Gipney. It would be in the banking field somewhat, I should 
say. 

Mr. Mutrer. Primarily banking is lending, is it not? 

Mr. Gipney. Depositing, lending; yes. 

Mr. Mutter. Banking started off in this country at least as just 
lending. Anybody could lend, and they were carrying on a banking 
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function. They lent their own money. When they didn’t have 
assets enough of their own, they began to gather in assets of others, 
taking deposits; then banking became taking deposits and making 
loans. 

Mr. Gipney. This isn’t very important, but I have the recollec- 
tion—it has been a long time since I have gone back to those early 
days, that the earliest banks were banks for deposit. In the Bank of 
Amsterdam, you put a deposit in and you paid the bank to take care 
of it. Of course, the people that gave the name to banks were the 
fellows down in Italy, who sat on a bench, and therefore it was called 
banco. I don’t know which they did first. 

Mr. Mutter. There are two primary functions of banking: Taking 
deposits and making loans. 

Mr. Grpney. Yes, deposit and discount, we very often used to say. 

Mr. Mutter. Whether you are taking it as deposits and lending it 
or selling stock and lending the proceeds, it is the same function, 
receiving money from one group of people and lending it to others? 

Mr. Gipney. I would think that would be a banking function as 
performed. 

Mr. Mutter. Whether it is a credit union or savings and loan 
association or a bank, they are carrying on the same function of bank- 
ing, receiving money and Jending money. 

Mr. Gipney. I don’t want to agree that selling shares is taking 
deposits. 

Mr. Mutter. I don’t say itis. That is why I said receiving money. 
It does not matter whether you receive it as a deposit or receive it for 
a share of stock which is redeemable upon demand or not. 

Mr. Grpney. It has a great similarity. In the case of credit unions, 
I guess they are performing a banking function. 

Mr. Mutter. It doesn’t make any difference whether you pay 
interest on a deposit account or pay a dividend on the savings account 
or pay a dividend on stock. The recipient is getting part of the 
profit earned by the banking institution. 

Let’s get to the specific bill before us, and before we get into—— 

The CHAIRMAN. Let’s get to the specific bill. That is the issue, 
Mr. Multer. 

Mr. Mutter. I would like to have Mr. Nicholson’s question an- 
swered as to just what we are trying to amend here. Now the bill 
seeks to amend several parts of section 5240 of the revised statutes. 
The first sentence is quite clear, you are substituting a new sentence 
for the first sentence of the first paragraph, through the second 
paragraph or section 524 of the revised statutes, to, instead of require 
examinations twice a year, we will have them discretionary with the 
Comptroller as to not less than 3 in 2 years. 

Mr. Gipney. Three in 2 years. 

Mr. Mutrer. Now then, the second sentence that you seek to 
amend is set forth as the third paragraph of 5240, by deleting the 
second sentence and substituting a new sentence, so the expenses of 
examination will be assessed by the Comptroller in proportion to the 
assets or resources. 

Now where do we find any provision of law authorizing the Comp- 
troller to make assessments for examinations of national banks? 

Mr. Jennincs. I will ask our counsel, Mr. Roberts, to produce 
that. 
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Mr. Roperts. Revised Statute 5240. 

Mr. Mutter. Will you give us the sentence, please? 

Mr. Roserts. It reads as follows: 

The Comptroller of the Currency shall fix the salaries of all bank examiners, and 
make report thereof to Congress. The expense of the examinations herein pro- 
vided for shall be assessed by the Comptroller of the Currency upon the banks 
examined in proportion to assets or resources held by the banks upon the dates of 
examination of the various banks, 

Mr. Mutter. Where are you reading from sir? 

Mr. Roperts. That is revised statutes, section 5240. 

Mr. Mutter. What sentence or what paragraph, or what sentence 
in what paragraph? 

Mr. Roserts. It is the first sentence of section 5240. It is the first 
section of section 482, the first sentence. 

Mr. Mutter. The first sentence of section 482? 

Mr. Roserts. That is right, 12 United States Code. 

Mr. Mutter. | have it now. 

I think we are using the same volume, Federal Reserve Act. Have 
you got the same binder? 

Mr. Roserts. We have a composite here. 

Mr. Mutter. Is you page number that you have been reading from 
105? 

Mr. Roserts. No. You are reading from the Federal Reserve 
Act itself. 

Mr. Mutter. We do have the same sentence. That is the fourth 
paragraph of 5240, is it not? 

Mr. Roserts. I see. It is Federal Reserve Act, section 21, para- 
graphs 4 to 8, the oneI have here. It is paragraph 4, the first sentence. 

Mr. Mutter. Now, there is nothing in this bill to change that 
sentence, or those two sentences; is that right? Is there any deletion 
of those words or sentences sought to be accomplished by this bill? 

Mr. Roserts. Yes. It would be changed to read as follows—— 

Mr. Mutter. That is the sentence. In other words, what you 
have just read is now to be deleted? The second sentence is to be 
deleted by the bill; is that right? 

Mr. Roserts. By deleting the second sentence which will read now: 

The expense of examinations herein provided for shall be assessed by the 
Comptroller of the Currency upon national banks in proportion to their assets 
or resources. 

Mr. Mutter. You are not seeking to change any part of the prior 
paragraph which relates to expenses of examination of affiliates? 

Mr. Ropurts. No. 

Mr. Mutter. That is to remain as it is? 

Mr. Roserts. Yes, sir. 

Mr. Mutter. Now then, the third amendment sought by this bill 
is in section 3, on page 2, where you also delete the seventh paragraph 
of 5240? 

Mr. Fink. That is No. 8, Mr. Multer. 

Mr. Mutter. And to substitute for that, the language which is 
found on pages 2 and 3 of the bill; is that right? 

Mr. Roserts. That is right, sir. 

Mr. Mutter. Have any banks, Mr. Gidney, requested this bill? 

Mr. Gipney. I don’t recall that we have specific requests from any 
banks. I know banks are favorable to it. 

72057—56——3 
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Mr. Mutter. So far as you know 

Mr. Gipney. I don’t believe we have any requests of record that 
have been made in any formal shape. 

Mr. Mutter. So far as you know, since you have been Comptroller 
there has been no communication addressed to the Comptrollerof the 
Currency from any bank or trust company requesting these changes? 

Mr. Gipney. I think that would be right. 

Mr. Jenninos. I believe that is correct, sir. 

Mr. Murer. You refer in your statement to making thorough 
examinations, and more thorough examinations. Will you please 
tell the committee what is the difference between a thorough examini- 
nation and a more thorough examination? 

Mr. Gipney. I don’t think I could improve on that. You can go 
in earlier, stay later, and stay longer. You can dig deep or you can 
dig deeper. I don’t believe I can improve on that. 

Mr. Murer. What do your examiners go into these banks for? 
What are they looking or examining for? 

Mr. Gipney. We are making quite thorough examinations. We 
could always, as I say, dig deeper, go down deeper, stay down longer, 
and come up drier, as the story said. 

Mr. Mutrer. Suppose you give us the information about a typical 
institution that you have in mind, where you have made a thorough 
examination, but you think you can make a more thorough examina- 
tion, and in what way you would make a more thorough examination. 

Mr. Gipney. Mr. Patman made a point that we had had a period in 
which there were smaller relative amounts of loans to go over. As 
those loans increase in relative volume, we may have to maintain 
considerable effort to maintain the present standard, let alone making 
it more severe. We can go in. The examiner, perhaps stops at a 
certain size of line of credit. He can take off smaller ones. You can 
make certain proofs of the liabilities. You can do that more exten- 
sively. You can do it by confirmations. 

There is a wide possibility of variation in that field, and of course, 
we have been, happily, in a period in which bank conditions have been 
good. If bank conditions or business conditions should be less favor- 
able, it would take considerably more effort to achieve the same 
results that you do in a favorable period. 

There is no difficulty, I believe, in understanding that an examina- 
tion can be made more searching or less searching. 

Mr. Mutter. Well, will you give us some typical example of what 
kind of institution or what standard vou use to pick the institution 
that needs a more thorough examination than you have been giving 
these banks? 

Mr. Gipnry. Yes; I could give such an illustration. I do not have 
the exact figures before us, but we had a case within a few days where 
the examination came in. showing a number of lines that looked to us 
very hazardous, a departure, somewhat a departure from what they 
had had. It seemed to indicate very unsatisfactory tendencies in the 
management. 

One of the methods in which we can use to try to insure that that 
situation gets better and not worse is to get them in, to get the bankers 
in and tell them we don’t like it, and then to go in at frequent intervals 
to see what they are doing. In that case we shall go in at 3 months’ 
interval, instead of 6 months’. 
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Mr. Mutter. Addressing myself to that very institution, when was 
it last examined? 

Mr. Gipney. Something like 2 months ago. 

Mr. Mutter. When was it examined prior thereto? 

Mr. Gipney. About 5 months before that, probably. 

Mr. Mutter. Did it get a thorough examination each time? 

Mr. Gipney. We believe it did. 

Mr. Mutter. The first time, 5 months before the last examination, 
you didn’t turn up any of these doubtful practices? 

Mr. Gipney. That would not be quite accurate. 

Mr. Mutrer. You did? 

Mr. Gipnry. There was a flowering of these things. We had not 
been too well pleased with the bank for some time, but there was a 
flowering of these unsatisfactory things between examinations. 

Mr. Mutter. That is why you went back 5 months later? 

Mr. Gipney. We went back not too far from the regular schedule. 

Mr. Mutter. Then you found what had begun to flower had 
bloomed? 

Mr. Gipnry. That is a fair statement, to the point where it gets 
alarming. 

Mr. Mutter. Is this a big bank or small bank? 

Mr. Gipney. It is a bank of rather substantial size. 

Mr. Jenninos. I would call it a bank of medium size, not a large 
bank. 

Mr. Mutter. This same lind of a situation could occur within 
the same 5-month period in the biggest bank or in the smallest bank, 
where you would go in and you would find on an examinatien some 
doubtful procedures, and issue your usual warning or caution to the 
banking officials, and then go back some time later and check again 
and find instead of their having heeded your caution, the matter has 
gotten worse; am I right? The size of the institution would have 
nothing to do with where these things could occur. 

Mr. Gipxey. I wouldn’t agree to that, sir. There is greater 
rapidity of change in, when it occurs—there is a probability it will 
occur more rapidly in a small institution. 

Mr. Brown. Mr. Multer, my understanding is, the FDIC has 
authority to make examination of national banks. How often do 
they make these examinations? 

Mr. Mutter. Mr. Gidney, can you tell us that? 

Mr. Gipney. That is a secondary authority which they only exercise 
on occasion where the situation is very bad and they see some occasion 
to go in to try to see where they stand in the matter. That is an 
infrequent occurrence. 

Mr. Botron. Would you yield for a clarification? 

Mr. Mutter. Surely. 

Mr. Bourton. I understand that under the present law you are 
required to go in twice a year? 

Mr. Gipnery. That is correct. 

Mr. Botron. If you find in the first examination of the year a 
practice in which you were not in sympathy, or don’t approve of, 
are you then authorized to go in and, shall we say, make 4 examinations 
during that year, or 6, or whatever number you feel may be necessary? 

Mr. Gipnrey. We can make as many as we want. Of course, I think 
in the history of the business that would go rarely over four in a year. 
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Mr. JenninGs. Very seldom, 5 or 6 in a few cases. 

Mr. Botton. Just because of the time? 

Mr. Gipney. Yes, sir. 

Mr. Boron. Thank you, Mr. Multer, 

Mr. Mutter. I was trying to determine whether or not these 
conditions are dependent on size of the institution, rather than 
management. Am I not right that it is where you have lax manage- 
ment that you are more likely to go in more frequently, rather than 
the size? 

Mr. Gipnry. Yes. I think we should say it is a matter of the 
management. [ suppose, speaking as [ did about small banks, if it 
is a one-man control, it can change more rapidly than one that is a 
commiitee or a large organization control. 

Mr. Mutter. By the same token, while the one-man may be 
thoroughly experienced and wise and cautious, and you have only one 
man to check; in a larger institution, where the authority may be 
cliversified, you have more people to check. 

Mr. Gipney. Yes, sir. 

Mr. Mutter. You may find in a large institution, particularly a 
large chain bank, where they don’t require everything to be cleared 
through a central committee, that one credit manager in a branch may 
be very lax, while another is overcautious. That requires constant 
sitting on, too, by the examiners, does it not? 

Mr. Gipney. Of course, in the large institution, you have people 
checking each other. You are quite correct, I think, that in an 
individual branch, the snanager might go, let’s say, haywire between 
examinations. I think you will find cases of that kind. 

The Cuarrman. Mr. Multer, will you yield? 

Mr. Mutter, Yes. 

The Cuarrman. This act will not take away any of your existing 
powers? 

Mr. Gipvey. I believe not; no, sir. 

The CuarrMAN. It gives you power to exercise discretion as to the 
number of examinations? 

Mr. Gipnny. Yes. We are, so to speak, under a straitjacket in the 
existing act and we need a little flexibility. 

Mr. Mutter. I am trying to find out why you need the flexibility. 
At the present, the law simply says that you must examine every 
institution, every national bank, twice a year. 

Mr. Gipney. Yes, sir. 

Mr. Mutter. For example, you, as the head of the office, choose 
the time when they go in? 

Mr. Gipney. I don’t personally choose it. 

Mr. Mutter. Someone under your supervision does? 

Mr. Gipnry. Yes. That is left to the chiefs in the respective 
districts, largely, except for these special lists, this so-called special 
list examination, these extra examinations do come to the Comptroller 
and I believe the Comptroller, if he is present, approves any addition 
of a bank to the special list, and if I am not present, Mr. Jennings 
will, or the next man. 

Mr. Mutrer. As the law stands today, and as it has been for many 
vears—did you say since 1913? 

Mr. Gipney. Yes, sir. 

Mr. Mutter. Since 1913, your chief examiners in the Comp- 
troller’s office, and each of the chiefs in the various regions, have 
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known that they must go into every national bank twice a year, 
when they did it didn’t matter, but they had to go in twice a year. 
You are going to change this and make it discretionary ‘as to how 
many there will be within the 2-year period. 

Who is going to exercise that discretion? 

Mr. Gipney. We would not reduce below three in the 2-year period. 

Mr. Mutter. I understand that. Who is going to exercise the 
discretion as to which bank, small, medium or large, will be examined 
3 times in 2 years, and which will be examined 4 times in 2 years? 

Mr. Gipney. That ultimately will come up to the Comptroller. 
We will, of course, consult together as to how best to adapt that to 
the facts, and we would be guided in large part by the recommenda- 
tions of the chief in the respective districts, but if he makes recom- 
mendations that we don’t think are sound and right, of course, they 
won’t go. 

Mr. Mutter. It is safe to say that as long as you are the Comp- 
troller, that you will make that policy? 

Mr. Gipney. That is right. 

Mr. Mutter. That is your intention? 

Mr. Gipnry. That is right. 

Mr. Mutter. The chief examiner and the chief examiners in the 
various districts will have to take that policy from you? 

Mr. Gipney. That is right. 

Mr. Mutter. What standards will you set up or use for the laying 
down of rules and regulations by which the chief examiner and the 
chiefs in the various districts will go into these various banks? 

Mr. Gipnry. We wouldn’t expect them to waive—or we would 
not expect to waive any examination of a bank which was in the low- 
rated group. If they waive them 

Mr. Mutter. Explain that low-rated group term. What do you 
mean by “low-rated group’’? 

Mr. Gipngey. We have in the office ideas about which banks 
are rated high, which are rated moderately high, which are rated 
fair and which are rated poor. The poor ones we are not going to 
omit. 

Mr. Mutter. I don’t think you are clarifying that point very 
much for us. What kind of a rating is this—is it a financial rating 
based on assets and liabilities, or is it based on management—what 
standards are used to determine a low rate and high rate? 

Mr. Gipnry. Might I give Mr. Jennings an opportunity to answer 
that, since he has been in the rating business more closely than I 
have? 

Mr. JenninGs. We go over every bank that is examined, the 
report, very, very carefully. They are rated on capitalization, on 
the volume of substandard, doubtful and loss in their loans, the 
quality of their bond account, the history of the management, all 
those factors come into play. 

Mr. Mutter. You use a term “substandard.’’ Substandard as 
to what? Capitalization or lending policies? 

Mr. JenninGs. No. That pertains to specific loans, Mr. Multer, 
that are classified as substandard, doubtful or loss, and, of course, the 
total of loans that are below a reasonable credit quality, the total 
volume in relation to capital structure. That is a very important 
thing. We go into the earnings of the bank, how much it is retaining, 
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how much it can take care of in way of losses, its dividead policy and, 
of course, most important of all, the management factor and its his- 
tory. Just for internal operations, we do have a rating system. Ifa 
bank has less than 10 percent of its capital structure in substandard 
assets, it has one rating. If it has less than 20 percent but more than 
10 percent, it gets another—just for quick working use, but all ratings 
have their faults, so it is necessary to study the whole picture on each 
individual bank and then have one overall rating based on that. It 
is just fer working purposes within the office. 

Mr. Muurer. Well now, is it fair to say, then, that you may nave 
a comparatively small bank with a good rating? 

Mr. Jennincs. Absolutely. 

Mr. Muurer. And a very big bank, so far as capital and resources 
is concerned, a big bank that may be poorly rated because of poor 
management? 

Mr. Jennincs. I don’t know of any. 

Mr. Mutrer. I don’t know of any such instance either. I am 
talking about a hypothetical case. 

Mr. JENNINGS. It is conceivable. 

Mr. Mutrer. Again, I would like to know how you are going to 
arrive at a standard by which you are going to determine which bank 
should be examined twice a year and which 3 times in 2 years. 

Mr. Jennincs. As was stated in Mr. Gidney’s statement, our 
thought is that we will use our existing force of examiners to the best 
advantage. We have no intention of waiving examinations, one of 
the 4 examinations, over a 2-year period in all possible cases. It 
will depend more on the number of cases that require more time, more 
searching examinations, and using the men to the best advantage, 
and then as we come close to the end of the period, we can make up 
our minds which banks should be waived and, they would be, both 
small and large, but among the strongest banks, where we believe 
that 3 examinations in the 2-year period would be adequate. 

It has to work along on a flexible basis, depending on how much 
time our men may spend in those banks which require the most time. 

Mr. Boiron. Would you yield just for one question? 

Mr. Mutter. Yes. 

Mr. Boiron. On that point, if you have a need for more than a 
normal examination, could you give us an estimate, when you utilize 
the men you have, how long such an examination ordinarily takes? 

Is it in terms of months, or weeks, or days? 

Mr. Jennies. It is rather difficult, but in a small bank, three or 
four or five million dollars, an examiner and 2 or 3 assistants will 
normally examine that bank in 4 or 5 days, assuming that the bank is 
in reasonably good shape, has a certain amount of assets subject to 
criticism, but nothing alarming. If it is an exceptionally clean bank, 
where they have made very, very few loans, perhaps the examination 
could be concluded in a couple of days. 

Let’s take a situation where the management is not first class. 
There is reason to doubt that they are telling everything they should 
tell to the examiners. In cases like that, the examiner may search 
around to find out whether certain loans are related to others, and 
whether there is an excessive loan involved, and that takes a lot of 
checking of the deposit ledgers to see where the proceeds of particular 
loans went, and all of that takes time. 
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Of course, in such a situation, they would check into the expenses, 
into the earnings, more carefully than they would in a bank where the 
management was really A-1-plus, to be certain that when they left 
the bank, they had made a searching, thorough examination and 
nothing was left unlooked at. Of course, that does take more time. 

Mr. Boiron. My question was more directed toward Mr. McVey’s 
comment, I think, that one often hears in a bank that ‘‘We are in 
trouble because the examiners are here,’’ and I wondered whetber it 
was a question 

Mr. Jennincs. If that remark was made, it was facetious. I worked 
in a bank, too, and we said ‘‘When the examiners come in, we will 
have to work longer hours and do things for the examiners.”’ 

Mr. Boron. I was thinking whether it was something that should 
be termed in terms of months. 

Mr. JENNINGS. We have very few banks in the country that require 
months. In the large banks that go into the billions of dollars, we 
don’t use our whole force. We may take 120 or 130 men into the 
First National, city of New York, but we don’t keep 120 or 130 men 
there for 3 or 4 months. It will ultimately come down to a small 
group of perhaps 3 or 4 or 5 men who may be there the last months or 
6 weeks, winding up, getting everything together, discussing matters 
with officers, things like that. 

Mr. Mutter. Your office, Mr. Gidney, I assume, gave considerable 
thought to this bill before you sent it up? 

Mr. Gipnry. Yes. 

Mr. Mutter. How long did you consider it before you sent it up? 

Mr. Gipney. I think we sent this bill up, or a similar bill, in 1953; 
did we not? 

Mr. JennrNGs. I believe so. 

Mr. Grpney. Or perhaps it would be early 1954. 

Mr. Mutter. Well, tell me, what banks do you have in mind now 
that can qualify for examination 3 times in 2 years, instead of every 
2 years? 

Mr. Gipnry. We haven’t made any list. We haven’t attempted 
to block that out ahead of time at all. 

Mr. Mutter. Approximately how many banks would qualify for 
examination 3 times in 2 years, instead of twice vearly? 

Mr. Gipney. I think, in our ratings, probably three-fourths might 
be so treated. 

Mr. Mutter. Three-fourths would be treated as qualifying for 
examinations 3 times in 2 years? 

Mr. Gipney. Yes. That is to say, if that would fit in with the 
needs and uses of our staff. There would be that many we think 
that we probably could, with good conscience, treat in that manner. 
Whether we would treat that many, we do not know. 

Mr. Mutter. On that basis, one-fourth of the national banks 
would continue to require examinations and you would probably 
order examinations twice a year? 

Mr. Gipney. Your word “require”’ is fair, although we would try 
to do this thing in such a way that it would not be a mark of stigma 
if they were examined 4 times in 2 years. Let’s say that we would 
expect they would receive, because we will examine a great many 
banks 4 times in 2 years that perhaps merit being dropped off that 
list. We will have to adapt ourselves to circumstances as we find 
them. 
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Mr. Mutter. On page 2, where you say that the experience gained 
by your office has proved two examinations per annum is a desirable 
examination and frequent schedule for a large proportion of national 
banks. Instead of large proportion, wouldn’t it be more accurate 
to say about one-fourth of the national banks? 

Mr. Gipney. It is a large proportion, and I should think a fourth 
would be an accurate way, a fourth or third, something of that kind. 

Mr. Mutter. I think Mr. Jennings shook his head “No’’. 

Mr. Gipnery. We will hear from him. 

Mr. JENNINGS. In most of our discussions as to what would grow 
out of this bill, if it were to be enacted into law, and we have so 
indicated in the testimony, we do not intend to materially reduce our 
force of examiners; we must have a force of examiners that can meet 
fluctuating requirements. 

So far as I personally am concerned, I don’t believe that the time 
would arrive in our lifetime, when we would waive 1 examination of 
the 4 in 2 years on three-quarters of the banks. I don’t believe that 
would ever come about. It might come about over a period of time, 
that we might waive as many as one examination on 40 to 50 percent 
of the banks. We might reach that point ultimately, but that would 
be many years ahead. That would be the ultimate result, in my 
opinion. 

We might waive up to 40 to 50 percent. 

Mr. Mutter. This is not intended to be an economy measure, is it? 

Mr. Jennincs. We think ultimately it will work out in that way 
to some extent because we will need, in some districts, fewer examiners, 
but not to any great extent. The economy measure is involved, but 
it is not important, in our opinion. As we indicated, it may ultimately 
mean as much as a 15 to 20 percent reduction, but it is impossible, 
really, to estimate. It may mean none. 

Mr. Mutter. Mr. Gidney says that the expense eventually should 
be, and I quote: ‘reduce slightly’ over a period of time. Do you 
agree with that? 

Mr. JENNINGS. Yes. 

Mr. Mutter. You estimate there may be eventually a saving of 
about 15 to 20 percent of the cost of examinations? 

Mr. Gipney. Yes. 

Mr. Mutter. That is, cost to the banks. Today the banks bear 
the full cost of the examination, do they not? 

Mr. Gipney. I think it would be well to observe there that costs 
are rising, and that 15 percent saving might well be against what it 
might have been rather than against what it is, because we have 
been able to increase our examiners’ salaries somewhat, and if we 
could get as many good examiners and assistants as we want, our 
costs might be up, so that the 15 percent, 15 or 20 percent is related 
against that fluctuating base 

Mr. Mutrer. Are you in full control of your own office as to the 
number of examiners and salaries to be paid, or do you have to justify 
that before the Appropriations Committee? 

Mr. Gipney. We have the discretion on that, sir. 

Mr. Mutter. You have full authority and full power? 

Mr. Gipney. Yes. 

Mr. Mutter. You have full power and authority to make assess- 
ments which must be paid by the national banks? 
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Mr. Gipney. At the present time we have. 

Mr. Mutrer. I don’t know that the answer is on the record. 
I think you both nodded in acquiescence, but I wonder if it is in the 
record. Please repeat it so we can get the answer on the record. 

The banks bear the full cost of these examinations? 

Mr. Gipney. The banks bear the cost of examinations, according 
to this estimate, and the basis on which we assess it. 

Mr. Bouron. And they will under this bill? 

Mr. Gipnery. That is right. I think we should be a little careful 
about that saying “‘bear the full cost.”” In the aggregate, the national 
banks are bearing the full cost. That doesn’t mean that in every 
individual case the bank is bearing the full cost. 

Mr. Mutter. What is your present method of determining how 
the banks or what bank will pay how much teward the cost of 
examinations? 

Mr. Gipnery. $75 for the first $25,000 of assets; and $35 a million 
for the rest. 

Mr. Mutter. That is what they pay for the first examination? 

Mr. Gipnery. Yes. 

Mr. Mutter. That is what they will pay for the 3 examinations 
in the 2 years, even though some will be examined 4 times in 2 years. 
It is your intention to keep the assessment the same? 

Mr. Gipney. Yes, sir; on that basis. 

Mr. Mutrer. When it comes to additional examinations beyond 
the number fixed in the statute, and if this statute is enacted beyond 
the 3 examinations in 2 years, or the 4 in 2 years, will you make an 
additional charge? 

Let me reword the question. Today every time you find it neces- 
sary to go into a national bank more than twice a year, that bank 
must pay for the additional examination and must pay the full cost of 
it as assessed by your office? 

Mr. JENNINGS. That is correct, sir. 

Mr. Mutter. What will be the procedure as to additional ex- 
aminations if this bill should be enacted? 

Mr. JENNINGS. We will assess the actual cost of the fifth or sixth 
examination made in the 2-year period. 

Mr. Mutter. Not the fourth? 

Mr. Jennincs. Not the fourth. 

Mr. Mutter. If it is necessary to have a fifth, or even more, then 
they will have to bear the additional charge? 

Mr. Jennincs. Additional cost, ves. 

Mr. Mutrer. Am I not right in saying that, at least in the last 2 
years, banks have fared well, and are earning comparatively more 
profits than they did in any prior era in the history of the country? 

Mr. JenninGs. I believe that is true for 1955, sir. 

Mr. Mutrer. Do you think this is the time to try to economize 
for them and save some money for the banks that are doing better 
now, by giving them a slight reduction in the cost to them of ex- 
aminations, rather than give you the right to put on more examiners, 
and do the more thorough job that you want to do? 

Mr. JENNINGS. It is simply incidental that we may be able to cut 
our costs a little. We are not worried about the ability of the banks 
to meet the assessment costs of examinations. Of course, if this bill 
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were to pass, it would not affect the Comptroller one iota in being 
able to increase his force, if that proves necessary. 

Mr. Mutrer. Tell me, when did you last increase your force of 
examiners? 

Mr. Jennincs. Decrease or increase? 

Mr. Mutter. Increase. 

Mr. Gipney. I think it has been quite stable. Mr. Jennings has 
the actual figures. 

Mr. Jennincs. As of the end of the year, as we have indicated, we 
had 258 national bank examiners and 566 assistant examiners. Now 
as to national bank examiners, that figure has not changed a great 
deal. As to assistant examiners, it is up slightly. It is one of the 
biggest problems we have in the Comptroller’s Office, to obtain and 
build up a competent force. We could obtain men but we can’t 
obtain the men we need. 

There is no reason to send an incompetent individual in to examine 
a bank or to assist in the examination, and many of our examining 
personnel, because of the great growth in banking, have been offered 
positions with banks, have taken those positions, because of their 
wider opportunities, and it has been a very great problem. 

As to the last increase or decrease, we are bending every effort to 
obtain additional assistant examiners at the present moment, and we 
have been for the last several years. We succeed only fairly well. 
We seem to lose about as many as we obtain. We have a school set 
up at the Federal Reserve. That is a tripartite affair with the FDIC 
and Federal Reserve, where we can take young men and put them 
through a course which will at least aid thetr development as assistant 
examiners. 

In the old days it was somewhat easier to get men who had worked 
for a period of time in a bank and who could come on our force and 
develop rather quickly as assistant examiners. That isn’t quite so 
true today. 

Mr. Mutter. Are you losing to the banks any great number of 
your examiners after they are trained or become expert in the work? 

Mr. JenntnGcs. Not as many as we do assistants, but we lose a 
few every year. I think I have the exact figure here for the year 
1955. In 1955, including both examiners and assistants, we lost 69. 
A majority were assistant examiners. I don’t happen to have the 
figure broken down as to examiners and assistants. 

The CHarrmMan. I might suggest, Mr. Multer, we oaly have 20 
minutes and we have two more witnesses. We would like to conclude 
this hearing, if we can. 

Mr. Mutter. Mr. Chairman, may I suggest, with a law that 
hasn’t been changed since 1913, there is no rush about this. If we 
can’t conclude it today, let’s set it over until a later time when we have 
more time. I do believe this requires full and complete study and 
we should give it to it. I appreciate the chairman trying to move us 
along. You do it in a most gentlemanly way. You always give us 
ample time. 

The CHarrMan. Well, I do think that in a matter of this kind, it 
does not change the fundamental finances of the Nation. We ought 
to devote our testimony to the bill itself. I think you have done 
that very well. 

Mr. Mutter. The trouble, Mr. Chairman, is that in times like these 
we are inclined to get soft. These are the times when we must be 























EXAMINATION OF NATIONAL BANKS 23 


most careful. Additional examinations in time of depression are 
going to do us no good. We can stop many improper activities in 
some banks by proper examinations. That there have been few in 
these days is good, but that is one of the results of these examinations. 

Another purpose is to make sure that there is good management 
at all times and that these banks do not get out of hand, and I think 
before we make any change in a law that has worked so well since 1913, 
we ought to give this very thorough consideration, and much more 
than just one morning. 

I have many more questions on this subject, Mr. Chairman. 

The Cuarrman. Are there any other questions? 

Mr. McVey. Will the gentleman yield? 

Mr. Mutter. Yes. 

Mr. McVey. I have one question I should like to ask Mr. Gidney. 
I have been impressed by your statement of your position with regard 
to this legislation, and because of your responsible position I am sure 
we highly respect your opinion. 

Would you mind telling us, and tell us rather briefly, perhaps 4 or 
5 reasons why you favor this legislation? 

Mr. Gipney. Well, I think that the brief statement is that we have 
a job to do, it is a large job. We have to supervise $106 billion of 
bank assets. We need a flexibility in doing that job. We need to 
use this rather limited staff, and it ought to be more. We would 
make it larger if we could get it. We need to use this staff in a way 
that will get the best results. 

Mr. McVey. Does this bill provide for a larger staff? 

Mr. Gipney. It is open to us to get the larger staff, if we can. 

Mr. McVey. Have you had that privilege? 

Mr. Grpney. We have had that privilege. We are doing it as we 
can, but it isnot easy. It is pretty trying to one who has responsibil- 
ity to know that in a field that requires a lot of good, hard work, that 
you have to go through some examination procedures that aren’t 
producing. 

If you have cultivated a field thoroughly, you don’t go in to cultivate 
that same field again a month later as an agricultural proposition. 
You go in when it needs it again. We are obliged to go in whether it 
needs it or not. We are obliged to give the patient two baths a year 
whether he needs it or not, and we need the flexibility to apply our 
powers, which are not unlimited, manpower, which is not unlimited, 
in the places where it will do the best job in keeping these banks on 
the right path. 

It is the field of bank examination and supervision. 

Mr. McVey. Then the matter of flexibility, you feel, is very im- 
portant? 

Mr. Gipney. Yes. We want flexibility. In many States, as | 
have said in my earlier statement, once a year is all they require, and 
that is true. They are very important States. I wouldn’t wish to 
say they don’t get along very well with their once-a-year job. We 
are going to be three times in 2 years if it were spaced out evenly. It 
wouldn’t be quite that way. 

Mr. McVey. Thank you, Mr. Multer. 

Mr. O’Hara. Mr. Chairman. 

Mr. Mutter. I will yield to anyone. I don’t want to take all the 
time, but I do want to have an opportunity to ask my questions. 
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Since I have taken so much time, suppose these other gentlemen 
address the witness, and then when they get through I will address 
the witness again. 

The Cuarrman. Do you have furtber questions? 

Mr. Mutter. Yes. Mr. Bolton has some questions, Mr. O’Hara 
and Mr. Fountain has. With your permission, I will yield. Even 
though we are not under the 5-minute rule, I think that is fair. I 
want everyone else to have a chance. 

The CHatrMan. We will recognize anybody that desires recognition. 

Mr. Parman. Pardon me, Mr. Chairman. One thing I hope he 
answers: Like it is now, they make two examinations a year. Nobody 
is disturbed. If you change this to where it will be unusual when the 
examiners come in, won’t that excite the local community? 

Mr. Gipney. We don’t think it will. We can make our schedule 
so that it won’t cause excitement. 

The CuatrMan. I will recognize Mr. O’Hara. 

Mr. O’Hara. I am concerned about one thing. As I understand 
it, if this bill is passed, you will examine 3 times every 2 years, about 
three-fourths of the banks, and 4 times a year one-fourth of the banks? 

Mr. Gipney. We don’t think—— 

Mr. O’Hara. Won’t that tend to make a second-class bank of 
those that are in the 25 percent category? 

Mr. Gipney. Mr. Jennings doesn’t think we will reach as far as 
that. Mr. Jennings doesn’t think we will reach as far as missing 
three-fourths. He thought we might get to a half. We don’t think 
that it will make a second-class bank because we think we will use 
some discretion in how we time those examinations. Let me see, in 
the great city of Chicago, there are two very large national banks. 
I think that the public would very soon understand, if we go into the 
Continental twice this year, and First National once, and next year 
we go into the First National twice and the Continental once, I think 
they would understand that perfectly well. 

Mr. O’Hara. That would be understood. 

Mr. Gipney. Yes, sir. 

Mr. O’Hara. Suppose in the neighborhood in which I live there 
were 5 banks and 3 were being examined 3 times every 2 years and 
the other 2 banks were being examined 4 times every 2 years. That 
would get around the neighborhood and hurt those banks in the 25 
percent category, would it not? 

Mr. Gipney. If we had 5 banks, it would be very much less likely 
to be obvious than in the 2-bank situation, and in the 2-bank situation 
I think it would become understood very well. In the five banks, 
this would spin out so I don’t believe that it would be observable. 
I would be puzzled myself in the case of the five banks to know who 
was getting the special treatment and that would be with full 
knowledge. 

Mr. O’Hara. I would give consideration to a bill for annual 
examinations with additional examinations in the wise exercise of 
discretion, but the question arises in my mind whether it is prudent 
to select certain banks that you will examine 3 times every 2 years, 
and other banks 4 times. 

Mr. Gipney. I don’t think we will make such a formal list as that. 
It might well be that bank A, in your town, might get 3 times in the 
years 1955 and 1956, and he might get 4 times in the years 1957 and 
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1958, and so on, because we shall have to use this in a flexible manner, 
and I don’t believe we need look forward to any unpleasant results 
from the public reaction. 

Mr. O’Hara. Now I wish you would put yourself in my place. 
Would you wish to vote on this bill before you had sent a questionnaire 
to the bankers in the district and the city from which you come? 

Mr. Gipney. I think, if I were in your place, I would like to have 
that. I think it is somewhat helpful that the American Bankers 
Association, with their committees, has considered this, and their 
pronouncement is that the American Bankers Association supported 
this bill, and their witness testified before the Senate committee. 

Mr. O’Hara. Yes, and I have great respect for the American 
Bankers Association, but I know there are some matters where there 
is a range of difference of opinion with that of State associations, as 
for instance, in the bank holding matter. 

Mr. Gripney. I think in this matter perhaps there wouldn’t be the 
disagreement. I would be very happy to have you obtain—— 

Mr. O’Hara. Personally, before voting on this bill I would like 
to have the good counsel of the bankers in my district. 

Mr. Gipney. I think that would be very desirable. Possibly that 
would be to your national bank constituents. The State bankers 
are not concerned or worried about this, as far as I know. I think, 
however 

Mr. O’Hara. I thank you for the amendment. 

Mr. Gipney. I think, however, the State bankers would express 
the same view. 

Mr. O’Hara. I don’t want to see anything in the nature of dis- 
crimination among bankers, anything that would result in making a 
first- and second-class banker distinction among those in the same 
category. 

Mr. Gipney. The State of Illinois is one of the States that requires 
only one examination a year. That is their State position, and as 
you say, they heve views that are for Illinois. 

Mr. O’Hara. That is why I would be in favor of a Federal inspec- 
tion once a year, as we have it in our State. 

Mr. Gipney. We might have asked for that but to have everybody 
happy with our proposals, we asked for a less-extensive discretion. — 

Mr. O’Hara. Thank you. 

Mr. Hiestanp. Mr. Chairman 

Mr. Gidney, have you encountered any objection to this measure 
among bankers or those who have been concerned? 

Mr. Gipnry. We have had a large measure of approval and we have 
had, I suppose, 2 or 3 or 4, or half dozen letters, where the banker 
says: “I want my 2 examinations a year.” 

Mr. Hiestanp. They like them? 

Mr. Gipney. Yes, sir. In those cases we try to see that he gets 
them. . 

Mr. Hiestanp. There is no objection to the flexibility? 

Mr. Gipney. Nothing widespread. We will try to accommodate 
the gentleman who wants his two examinations in each year. 

Mr. Fountain. Mr. Chairman. 

The CHarrman. Mr. Fountain. 

Mr. Founrarn. Mr. Gidney, as I understand it, this bill really 
has two essential parts, one dealing with flexibility of examinations 
and the other dealing with costs to banks for examination. 
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Mr. Gipney. Yes, sir. 

Mr. Fountain. Do I understand you to say that under this legisla- 
tion there will be 2 costs, one an annual assessment to all banks, 
regardless of size, or resources, and the other a cost for the actual 
examination, or is there 1 cost? 

Mr. Gipney. There is just 1 cost for all banks, but with the 2 
exceptions: One, the bank that gets more than 4 in the 2 years, the 
special examination bank, will be charged for that extra examination, 
and the other exception is that there will be charge made for the exami- 
nation of the trust department. 

Mr. Founrarn. Let us take the example which you gave in your 
prepared statement, and see what the result would be under the 
proposed law. 

You say the cost of one examination for a national bank having $8 
million of resources is $354.12, and for an $8 billion bank is $280,074.12. 

Now, using that illustration, what would the effect of this legislation 
be upon those two banks with respect to cost? 

Mr. Gipney. It would have no effect. 

Mr. Fountarn. You mean the cost to the $8 million bank would 
not be less or more? 

Mr. Gipney. That is right. 

Mr. Fountain. The cost to the $8 billion bank would neither be 
less nor more? 

Mr. Gipney. That is right. The amount we expect to get is the 
same as it would be if we got into these banks twice in each year. If 
we failed to get into one, then we failed to collect that assessment, so 
we lose by it. 

Mr. Fountatn. My question was prompted by a statement of yours 
which maybe I didn’t understand. You said in your statement that 
under this bill, S. 1188, the annual rate of assessments shall be the 
same for all national banks, except—you mean under the formula for 
determining costs? 

Mr. Gipney. That is right. 

Mr. Fountarn. Do you have any way of approximating how much 
less examination of the existing banks of the Nation would cost under 
this proposal than under existing law—how much savings would there 
be to them? 

Mr. Gipney. We don’t have anything we would want to back. 
We have said in here it might be something like 15 percent. It might 
be. I thought it might be that we could do it for $60 million a year, 
instead of $70, in which case there would be a 14 percent cost cut. 
Whether we can do that, I don’t know. 

Mr. Founrain. The effect of this bill would not be to increase the 
cost to the little bank and decrease the cost to the big bank, or vice 
versa? 

Mr. Gipney. No. It has to be on the same basis. We have some 
discretion to change a little. We can change that $75 for the first 
$25,000, and at one time that was $150 for a little while, but that 
made so much protest that it came back down. 

Mr. Fountain. In other words, the burden of the little bank would 
not be increased? 

Mr. Gipney. The charge for the little bank would not be increased. 

Mr. Fountain. That is all, Mr. Chairman. 

The CuarrMan. If there are no further questions 
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Mr. Murer. Yes, Mr. Chairman. 

There is another phase to the matter of costs in the bill, isn’t there, 
in addition to the assessments that we have been talking about, and 
that is the question of assessments against national banks for examina- 
tions of their fiduciary activities. 

Mr. Gipney. That is right. 

Mr. Mutter. I get the impression from your statement that 
presently the assessment for the cost of those examinations has not 
been sufficient to cover the actual expense to your office. Am I 
right? 

Mr. JenninGs. That is not correct, sir. At the present time we 
make a separate charge for all trust department examinations. We 
simply want to put into this bill a specific provision for that. We 
have found that we couldn’t, in fairness, make a charge for the 
examination of trust departments, based on the total resources of a 
specific trust department, because as you no doubt are fully aware, 
some banks will carry their fiduciary assets on a control basis, others 
book value, market value, so we had to arrive at an actual cost basis, 
and we simply want to continue that, and we have incorporated it 
into the bill because it is not presently in the law. 

Mr. Mutter. In other words, you want to arrive at a new formula 
which you will use as the basis for your assessment? 

Mr. JeEnniNGS. We would use the same formula we are now using, 
sir. 

Mr. Mutter. A different base for the formula? 

Mr. JenNnrINGS. No, really the same base we are now following in 
connection with trust department examinations. 

Mr. Mutter. What change are you going to make? 

Mr. JenniNGS. The present law makes no provision for separate 
charges for trust department examinations. ‘Therefore, the Comp- 
troller, under his general powers, has been making a separate charge 
against the national banks for the examination of their trust depart- 
ments, based on actual costs. We feel it should be formalized so we 
have incorporated it into this bill. 

Mr. Mutter. Mr. Gidney said in his statement on page 5, and I 
quote; beginning with section 3 of Senate 1188, would provide- 
that all national banks exercising any fiduciary powers and all banks and trust 
companies in the District of Columbia exercising any fiduciary powers shall be 
assessed by the Comptroller of the Currency for the examination of their fiduciary 
activities, a fee adequate to cover the expenses thereof. 

Now up to the present time has the fee that has been assessed been 
inadequate to cover the expenses? 

Mr. JenninGs. No; it has been adequate, sir. But there is no 
provision in the present law. You see, the present law provides that 
the Comptroller shall assess, based on total resources. We find that 
we just can’t handle it that way in connection with trust departments. 
One Comptroller must have said: “Even though the law doesn’t 
provide for this, it isn’t fair to the banks concerned, and I am going 
to provide for trust department examinations on the basis of actual 
expense.” 

We feel it should be incorporated in the bill and then it will be 
formalized. Then there will be no question about the power of any 
Comptroller to handle it that way. 

Mr. Gipney. It is a longtime practice? 
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Mr. JENNINGS. Yes, sir. It goes back into the thirties, when that 
system was adopted 

Mr. Mutter. No one has ever questioned the Comptroller’s 
power to make the assessment? ; 

Mr. Jennines. No. We felt, in view of the fact that the particular 
statute is being amended, we should formally incorporate that pro- 
vision into the statute. 

Mr. Mutrer. Why couldn’t you handle it that way, then, if you 
need the authority? 

Mr. JenniNGs. I argued that way, to some extent, but our counsel 
argued it should -be formalized. This was a good opportunity to 
formalize what we had been doing for 25 years, which wasn’t strictly 
and wholly according to the letter of the existing law. 

Mr. Mutter. Let’s take the language of the statute as it exists: 

In addition to the expense of examination to be assessed by the Comptroller of 
the Currency, as heretofore provided, all national banks exercising fiduciary 
powers under ae provisions of section 11 (k) of the Federal Reserve Act, as 
amended (U. 8. C., title XII, ch. 3, sec. 248 (k)), and all banks or trust companies 
exercising Reis powers in the District of Columbia, shall be assessed by the 
Comptroller of the Currency for the examinations of such fiduciary powers, a 
fee in proportion to the amount of individual trust assets under administration 
and the total bonds and/or notes outstanding under corporate bond and/or note 


issues for which the banks or trust companies are acting as trustees upon the 
dates of examination of the various banks or trust companies. 


Why doesn’t that give you sufficient power to do exactly what you 
have been doing? 

Mr. JenninGs. I could argue on your side. I should think our 
counsel might very well be called upon. He has argued that that 
isn’t clear cut, “in proportion to the resources” that a trust department 
may have. It could be argued that that was in relation to the actual 
dollar total of resources which the trust department had, and the 
new language makes it completely clear cut that it is on an actual 
expense basis and not in proportion to the total resources a bank 
may have in its trust department. 

Mr. Mutter. I am afraid that it makes it more than clear-cut. 
It gives the Comptroller power that he doesn’t have, and while I 
don’t know whether Mr. Gidney would do it, suppose we had a Comp- 
troller who wanted to really take it out on one of these trust companies 
in the District, or somewhere else, or one of the fiduciaries, and was 
going to go in there every day in the week, or every other week, or 
every month, just examining ‘their fiduciary, activities and charging 
the full expense of each examination. 

The fiduciary, for instance, might handle a trust that had par value 
stock of $1 million, but everybody knows the company is bankrupt, 
and it is written down to nothing. That is all they have in their trust 
department. He could go in there and examine that every time he 
wanted to and assess them for an examination. He has no way of 
getting rid of that bad asset and must submit to the charge. 

Mr. Jennincs. We can do that now, sir, but it is highly unlikely 
that any Comptroller would misuse his powers as you have suggested. 

Mr. Mutrer. Presently you must take the total value of the trust 
property that is being handled by a fiduciary. That is the basis for 
your charge now. 

Mr. Jennincs. The present basis for our charge, and it has been, I 
believe, since Comptroller O’Connor, is actual expenses. 
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Mr. Parman. Will you yield for a parliamentary inquiry? 

Mr. Mutter. Yes. 

Mr. Parman. Mr. Chairman, it is 12 o’clock. I am not making a 
point of order. What I want to ask the chairman is when do we meet 
again? 

The CuHarrMAN. We are going to meet tomorrow morning. 

Mr. Patman. What time? 

The Cuarrman. Ten o’clock. 

Mr. Patman. I have some questions I want to ask on this other bill. 

The CuatrMan. On the bill? 

Mr. Parman. On the other bill. 

Mr. Mutter. I have just one other question on this bill, Mr. 
Chairman. 

There is a statement at the top of page 4, Mr. Gidney, of your 
statement, in which you refer to the services of the current examining 
force will be utilized on a full-time basis. That is the last part of 
that sentence. You don’t intend to intimate there that any part of 
your examining force today are not used on a full-time basis? 

Mr. Gipney. Certainly not. 

Mr. Mutter. All of them are being used on a full-time basis and 
you can use more than you have at present? 

Mr. Gipney. Yes. 

Mr. Mutter. If you 
basis? 

Mr. Gipnry. Yes, sir. This comment is to allay some apprehen- 
sions that folks might have that they would be thrown out of a job. 

Mr. Muuter. Thank you, Mr. Chairman. 

The CuHatrMan. The committee will stand adjourned until 10 
o’clock tomorrow morning. 

(Whereupon, at 12:05 p. m., Thursday, January 19, 1956, the 
committee adjourned to Friday, January 20, 1956, at 10 a. m.) 
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EXAMINATION OF NATIONAL BANKS 


FRIDAY, JANUARY 20, 1956 


Hovusr or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
O’Hara, Mrs. Sullivan, Messrs. Fountain, Ashley, Vanik, Talle, 
Widnall, Mumma, MeVey, Hiestand, Nicholson, and Bolton. 

The CuarrMan. The committee will be in order. 

Mr. Patman. We are proceeding on the first bill? 

The CuarrMan. We are proceeding on the first bill. There is no 
need in hearing both of them together. 

Mr. Parman. All right, sir. 

The point that bothers me about the bill, Mr. Chairman, is the 
uncertainty of the examinations. If you have 4 examinations in 
2 years, 2 a year, and the people in the community know it, there is 
no excitement or undue talk about an examination, but if you have 
an unexpected examination, I think it causes excitement and curi- 
osity. The regularity of the examinations, I think, is a fine thing. 
I just have a feeling that the Comptroller of the Currency could 
handle that by maybe not keeping the examiners there so long if he 
didn’t feel it was necessary. Instead of keeping them there weeks, 
keep them 1, 2, or 3 days, with perhaps some regularity to the exami- 
natioa, so it wouldn’t cause any curiosity among the depositors or 
people who do business with the banks. 

This won’t relieve the banks of any expense, will it, Mr. Gidney? 
And it won’t cost them anything, it is just the same. 


FURTHER STATEMENT OF RAY M. GIDNEY, COMPTROLLER OF 
THE CURRENCY; ACCOMPANIED BY L. A. JENNINGS, DEPUTY 
COMPTROLLER, TREASURY DEPARTMENT 


Mr. Gipney. It will not—— 

Mr. Parman. Personally, I would rather see this committee go 
into a general examination of the whole banking structure, and go 
into it altogether. This is one thing that should receive considera- 
tion, which is just one of many things that should receive consideration. 

The CuarrRMAN. We are just considering this bill today. 

Mr. Parman. All right. During the low point of the depression. 
certain changes were made in our banking laws. They were made, 
I think—wisely made at the time. I don’t think they were ever 
intended to be permanent additions to our banking laws, but they 
have become permanent additions to our banking laws because we 


31 











32 EXAMINATION OF NATIONAL BANKS 


had no hearings on them at all. I think we ought to take up a general 
study of the banking laws and put this right in there with it and 
come out with recommendations on this and everything else that 
should be changed about our banking laws. 

I see no reason why we should pick out one little thing. 

The CuarrMan. This bill has been sent to us and has been submit- 
ted to the committee for a hearing. 

Mr. Parman. There is no demand for it. The ABA is the only one. 

The CuarrmMan. The only issue is whether we should adopt this 
bill. We can’t go into those other things now because the hearing 
would be interminable. It seems to me the bill doesn’t give them 
any powers additional to the powers they now have, except one: 
to waive an examination, 1 examination every 2 years, for which the 
banks pay. If, after waiving the examination, they should see they 
made an error and they should desire to examine the bank, there 
will be no additional charge for that, will there, Mr. Gidney? 

Mr. Gipnry. No, sir, unless we went beyond 4, unless we went to 5. 

The CHarrRMAN. But the additional examinations, in addition to 
two a year, would have to be paid out of the fund of the bank by 
assessment? 

Mr. Gipney. That is right. 

The CHarrMAN. That is the only thing in this. 

Mr. Gipney. That is the case now. 

The CHarrMAN. Would you get any other powers under this act 
that you haven’t now, except the method of charging for examinations 
from the fiduciary departments of the bank? 

Mr. Gipney. That is all. 

The CuarrMan. That is not a very big or important issue, it seems 
tome. That is the question that should be decided. 

(Discussion off the record.) 

The CHarrRMAN. I understand representatives of the independent 
bankers said they would like to see the bill passed because the exam- 
ination of banks disorganizes the bank. It is a hardship on the bank 
to have them come in and take possession of the bank, and interfere 
with the normal functions of the bank during that time. If an exam- 
ination could be waived with propriety and with conformity with the 
interests of the people and the FDIC, they would like to see it done. 
There, it seems to me, is the issue. 

I don’t see any sense in taking any great time to come to some 
conclusion. We know what it does. 

Mr. Mutter. Mr. Chairman, may I ask Mr. Gidney: Am I 
right that the matter of flexibility of examinations is entirely within 
your control, at least to this extent: Even with two examinations a 
vear, as now required by the existing statute, your examiner, in his 
discretion—when I say ‘‘examiner,’’ I mean the chief examiner, or the 
chief of the region, or you, yourself—have the discretion of saying. 
“TLet’s go in and make just a very cursory examination of this bank 
for our first examination and then later in the year go in and make a 
very thorough examination,” or you could do it the other way: the 
first a thorough one, and the second a checkup. Isn’t that within your 
discretion or that of the examiners? 

Mr. Grpney. I think that would not be within our reasonable 
discretion. We would be attacked by the banks for coming in and 
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making a skimpy examination and charging them the full price 
for it. We have had complaints where an examiner undertook to 
do just that, and the banks have come back and said—and I should say 
the examiner did it on his own—and the banks have come back and 
said, ‘‘We are paying for a real examination, we want a real examina- 
tion,”’ so I don’t believe that is practical. 

Mr. Mu rer. Under the existing statute, are we to understand that 
twice a year there is a thorough examination of each bank? 

Mr. Gipney. If we make an examination, we seek to have it 
a thorough examination. 

Mr. Mutrer. Do you think one thorough examination per year 
of each national bank would be enough? 

Mr. Gipney. I think it would, perhaps, but we have not asked for 
that. Weare making a transition here at a very much more moderate 
rate. We are making a more moderate request than that. 

Mr. Mutrer. Having in mind some of the doubts that have been 
raised in my own mind and by some of my colleagues, I wonder 
whether or not, instead of having it discretionary, we shouldn’t have 
the same standard set up by the statute right across the country for 
all of them. If 2 a year is too much, let’s make it 1 a year, or let’s 
make it, instead of giving you the right to waive an examination as to 
any particular institution or institutions, let’s do the same thing right 
across the board for all the banks. 

Mr. Gipney. I shouldn’t wish to enter into the powers of the Con- 
gress. The States have requirements which I suppose are within 
their rights. 

Mr. Brown. You wouldn’t want to take away authority of State 
banks, would you? 

Mr. Mutrer. I am not talking about that. Iam talking about 
this authority of the Comptroller to make examinations. I have in 
mind: he said 29 States have only 1 examination per year, 16 have 
2 per year. Why the difference? I don’t know; whether the 2 a year 
is better than 1, I don’t know, but Mr. Gidney’s statement to us is 
you don’t need more than 3 in 2 years. Then let’s make that the 
rule, instead of saying: ‘‘you use your discretion as to whether or not 
you will have 3 in 2 years or 4 in 2 years,”’ because he has the right to 
go into any bank whenever he wants to. 

Whenever you think it is necessary to go into a national bank, you 
can go in and make 3, 4, 5 examinations a year under the statute? 

Mr. Gipney. Yes; but those beyond the standards set by the statute 
are somewhat disciplinary and we wouldn’t wish to place those on the 
banks unavoidably, or except for good reasons. 

Mr. Mutter. I understand that. Now we will talk about what 
should be the minimum. Should the minimum be a fixed number of 
examinations over a fixed period, or should you have the right to say 
should the Comptroller of the Currency have discretion in the matter 
as to the minimum of examinations in any fixed period? 

Mr. Gipney. This bill would suggest a minimum of 3 in 2 years, a 
2-year period, giving some flexibility. We have not asked for any 
lower minimum. If the Congress should wish to give us a lower 
minimum, that would be all right with us. 

Mr. Wrpnatu. Mr. Chairman. 

The Cuarrman. Mr. Widnall. 
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Mr. Wipnatu. What is the procedure now, Mr. Gidney? Do you 
examine twice a year, January and July, February and August, at 6- 
month intervals? 

Mr. Gipney. No. 

Mr. Wrpnatit. How much notice does the bank have you are 
coming? 

Mr. Gipney. They have no notice. That is an essential funda- 
mental of bank examination. It is unexpected. 

Mr. Wipnauu. Then the objection Mr. Patman raised had no 
weight at all, about the community being alarmed because the 
examiners came to the bank? 

Mr. Gipney. I think there is a point there, but I don’t believe it 
is a point that needs to worry us very much. His point is that the 
public thinks that a particular bank 1s getting a lot of attention. 
They might think there is something wrong. We think we could 
handle these series of examinations in such manner that there would 
be no excitement or trouble of that kind. As a matter of fact, Mr. 
Jennings, in those cases, where we have special examinations, which 
are for disciplinary purposes, really, we don’t get much excitement? 

Mr. JenninGs. No; it is very rare, indeed, that even when we 
examine a bank as frequently as 5 or 6 times a year, and that happens 
very rarely, I admit, but in such cases, I don’t know, in recent history, 
that the public has become excited. After all, we have the Federal 
Deposit Insurance Corporation and the average depositor does not 
have more than $10,000 on deposit. 

I do not think we have the same possibilities for unrest in such a 
situation as we had back in the twenties, when a bank, if it were 
examined 3 or 4 or 5 times in 1 year, might have been damaged by 
some public unrest. There probably was some unrest in certain 
cases, but I don’t believe we have as much of that today. It is always 
a possibility, of course. 

The CuarrmMan. To what extent do you think you would waive 
the examinations if this bill was enacted? 

Mr. Gipney. Well, we haven’t agreed among ourselves, exactly. 
We think the maximum to which we probably would go would be to 
waive it for three-quarters, but Mr. Jennings said vesterday he thought 
it might be some time before we got as far as a half of the banks. 

1 would say the truth would be somewhere between those two 
figures, perhaps. 

Mr. Jennines. If we were asked “how many examinations will you 
make in 1956, if the law were presently in effect?’’—we have 4,700 
national banks, 2 examinations a year means 9,400 examinations. Jt 
would be my belief that in 1956 we might waive as many as 1,500 of 
those examinations, out of 9,400. 

Mr. Gipnry. That was the guess. The figure of 7,500 came to my 
mind. 

The CuarrMan. How would you arrive at the conclusion of waiving 
or not waiving an examination for a particular bank? 

Mr. Gipnrey. We would ask for a recommendation from each district 
chief as to what he should do in his district, and looking it over and 
laying it against the condition of the banks, and all that, we would 
reach a conclusion as to whether that program was reasonable, and if 
so, we would authorize it. 

The CuarrMan. Most of the banks would want that waived, 
wouldn’t they? 
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Mr. Gipney. I don’t think most of them would. Many small 
banks would say ‘Please come twice.’? We would come. 

The CHarrMan. Some of the small banks tell me that one of the 
reasons they are for this bill is that the examination disarranges their 
ordinary everyday business, and they would like to be exempted 
from it. 

Mr. Grpney. | don’t think the banks 

The CuarrmMan. Wouldn’t that be a privilege, to be exempt from 
the examination? 

Mr. Gipney. I think we could get all kinds of opinions on that. 
I think one bank would say “Please don’t come near me,” and the 
other would say ‘I want you to be there.’’ Of course, as you get 
into larger banks with more audit systems, they would perhaps be 
more pleased if you didn’t come quite so often. But this would work 
out. 

The CHarrmMan. Do you think this would be waived more in 
behalf of the larger banks or the smaller banks? 

Mr. Gipnry. No. I think that we would try to play it in an 
evenhanded manner down the line. I think that this would probably 
work so that, roughly speaking—not exact—instead of getting in 
there at about 6 months’ intervals, as Mr. Widnall mentioned, we 
would get in roughly at 8 months’ intervals for those that we hit 
3 times in 2 years. That would be one reason why this would not 
excite anybody, because what is the difference between the excitement 
of the public, the examiners coming at 6 months or coming at 8 
months? Itisn’t much. The year compartment isn’t that important. 

Mr. Wipnatt. The only way the public interest would be aroused 
would be when you sent out statements to them calling for verifica- 
tion of accounting; is that right? 

Mr. Gipney. That isn’t done very much in examinations. We 
haven’t excited the public with that very much. That isn’t a factor. 
Perhaps it should be more. 

Mr. Wipnati. How would the public know that? 

Mr. Gipnry. They don’t, except to see the examiners around or 
know they are there. 

The CHairmMan. Wouldn’t the waiver of an examination be an 
indication that that bank was a very sound bank, and where it was 
not waived, might they say “This bank had its examination, but this 
didn’t.”” Do you think that would be— 

Mr. Gipney. We shall not give publicity to the matter. It will be 
quiet, and the bank that begins to pat itself on the back that has 
had it waived would be examined twice next vear. 

The CHatrMaAn. You don’t think, if there are two banks in the town, 
the competitors might say, ‘They waive the examination in our 
bank but our competitor has been examined.” 

Mr. Gipney. As a practical matter, if there are two banks in town 
being sensitive to these things, I think we would take them so they 
are walking together, unless there is a very great difference. If they 
were both pretty good banks, they would get similar treatment. If 
they were both bad banks, they would both be examined, and if they 
were both good banks, it would be evened out. 

Mr. Brown. I think if they make these examinations every 8 
instead of every 6 months, it would not disturb them. 

Mr. Gipney. That is about the way it would work out, Mr, Brown. 
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The CHarrMan. Are there any further questions? If not, you may 
stand aside and we will have the next witness, Mr. Gidney. 

Mr. Grpney. Thank you. 

Mr. Carpon. The next witness, Mr. Chairman, is the Honorable 


H. Earl Cook, Chairman of the Board of the Federal Deposit Insurance 
Corporation. 


STATEMENT OF H. E. COOK, CHAIRMAN, FEDERAL DEPOSIT 
INSURANCE CORPORATION, ACCOMPANIED BY RUSSELL 
E. SHEARER, ASSISTANT TO THE CHAIRMAN, AND ROYAL 
COBURN, GENERAL COUNSEL 


The CHarrman. Mr. Cook, we are glad to have you. You may 
proceed as you desire. 

Mr. Coox. Mr. Chairman, I have with me my associate, Mr. 
Shearer, my associate in my office, and Mr. Royal Coburn, our 
General Counsel. 

Mr. Chairman and gentlemen, we appreciate your giving us this 
opportunity to appear before you in support of S. 1188, a bill to amend 
section 5240 of the Revised Statutes, as amended, relating to the 
examination of national banks. 

This bill would authorize the Comptroller of the Currency to waive 
during each 2-year period 1 of the 2 examinations of national banks 
now required annually. The Comptroller of the Currency may now 
cause such examinations to be made more frequently if considered 
necessary. The Comptroller has indicated that he intends to exercise 
this proposed authority to waive examinations only in the case of 
banks which he deems are adequately capitalized with sound asset 
structure and managed by capable personnel. 

There is no provision in the Federal Deposit Insurance Act which 
requires the Corporation to examine insured banks on a periodic basis. 
The Corporation has the right to examine any insured bank when it 
determines that its risk therein is at stake. It is the policy of the 
Corporation to examine insured State banks which are not members 
of the Federal Reserve System annually, reserving the right for more 
frequent examinations of banks that have asset or management 
problems. 

We believe that this proposal which gives to the Comptroller 
of the Currency the discretionary right to waive 1 of the 4 required 
examinations in every 2-year period in reference to banks, whose condi- 
tion and management warrant the waiver of 1 examination, would 
provide an adequate schedule for the supervision of national banks. 

The bill further provides for a method of assessing national banks 
for expenses of examination in relation to the assets of the bank, the 
assessment to be made periodically as determined by the Comptroller, 
and for assessment of the expenses of trust department examinations 
on the basis of actual cost and overhead expenses of the office. We 
deem this method of allocating charges to be collected by the Comp- 
troller to be practical and fair. 

Accordingly, we recommend the enactment of the legislation 
proposed inS. 1188. That is my statement, gentlemen. 

The CuarrMan. Are there any questions? 

Mr. Mutter. Mr. Chairman, 

The CHatrMan. Mr. Multer. 
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Mr. Mutter. When the FDIC examination is to be conducted, 
are they conducted in conjunction with that of the Comptroller 
of the Currency examiners? 

Mr. Coox. No; they are not. We get the examination reports of 
the Comptroller of the Currency to continue our record of insured 
banks. 

Mr. Mutter. Is it the policy of FDIC not to have its examiners 
in at the same time as the Comptrollers’ examiners are in? 

Mr. Cook. We seldom examine national banks. The Comptroller 
of the Currency—that is the function of the Comptroller of the Cur- 
rency’s Office, to examine the national banks. 

Mr. Mutter. You examine only the State banks? 

Mr. Coox. The State nonmember banks. We have the right, under 
the act of 1950, if we deem that our risk is at stake, to examine the 
national banks, but we do not make it a practice, sir. 

Mr. Mutrer. Then just what is your interest, then, in the fre- 
quency of the examinations that are conducted by the Comptroller 
of the Currency? I say “yvour.”’ I mean that of FDIC. 

Mr. Cook. We were asked to come over and appear and express 
our views, and that is expressed in the statement that I made to you 
just now. 

Mr. Mutter. Are these your views as Chairman of the FDIC, or 
are they intended to be views of the FDIC? 

Mr. Cook. It is the expression of the Corporation, because it has 
been under discussion. We feel that the Comptroller of the Currency 
is asking for something which is practical and which is fair. 

Mr. Mutter. Has this been discussed in board meetings of the 
FDIC? 

Mr. Coox. Not formally in board meetings; no; informal discus- 
sions among the Board. 

Mr. Mutter. Does the membership of the Board consist of your- 
self, Comptroller of the Currency, and Mr. Harl? 

Mr. Cook. That is correct. 

Mr. Mutter. This has been discussed with Mr. Harl? 

Mr. Cook. I discussed it informally with him; yes. 

Mr. Mutter. But there has been no formal discussion in any 
Board meeting? 

Mr. Cook. No. It has not been a matter of formal discussion, 

Mr. Mutter. There has been no Board action taken on it? 

Mr. Cook. There has not. 

The CHairMaN. This isn’t a matter primarily of your agency, is it? 

Mr. Cook. No; that is correct, Mr. Spence. 

The CuHarrMan. Are there any further questions? 

Mr. O’Hara. Mr. Chairman. 

The CHarrMan. Mr. O’Hara. 

Mr. O’Hara. Chairman Cook, is there any objection among any 
bankers to this bill? 

Mr. Cook. Not to my knowledge. Having been on the operating 
side of banking most of my life, as an operating banker, I would ap- 
prove of this, because it would—while I always liked to see the national 
banking examiners come to examine the bank, and I wanted a thorough 
examination, yet, of course, during the times the examiners are in, it 
does make some disturbance in our routine work, which, of course, 
we are glad to give, but the elimination of an examination would 
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mean elimination of some routine work which is always a part of the 
process of an examination. 

Mr. O’Hara. The feature that disturbed me, as was mentioned, | 
think, yesterday, banks that would be continued to be examined 4 
times every 2 years might suffer if reports go around that they were 
being inspected 4 times while the other banks were being inspected 
only 3 times. 

Mr. Coox. Mr. O’Hara, I don’t believe that is a matter of impor- 
tance, because I have never known the public in recent years, since 
we have stability of the banking system and the maintaining of the 
confidence of the public in the banking system—I have vet to observe 
any case in recent years where there was any disturbance on the part 
of the public or any mistrust aroused because the public expects this. 

They know it is the law, the process of banking, to be examined, 
and it doesn’t create any suspicion or any alarm in the minds of the 
public. After all, that is what I think you have in mind. 

Mr. O’Hara. I received a telegram from a Chicago bank telling 
me that most of the bankers in Chicago are for it. I do not know 
what interpretation to put op the words “most of the banks.” 

Mr. Cook. Possibly they were not all there. Chicago has a great 
many banks, as you know, and perhaps not all of the banks were 
contacted, but the banks that were contacted no doubt gave this 
expression. 

Mr. O’Hara. I am concerned in this. In the district that I re- 
present, we have a number of very fine banks. I shouldn't want 
them to be placed under a disadvantage with the banks in the Loop 
because they might be inspected 4 times a vear, and the larger banks 
only 3 times a vear. 

I wonder if that would operate disadvantageously to the neighbor- 
hood banks. 

Mr. Coox. As I view this, Mr. O’Hara, this provision, by eliminat- 
ing 1 examination in 2 years, would be advantageous to the banks and 
to the Comptroller’s office, and having been on the supervisory side 
of banking, I know what it is, in my owa experience, and that is that 
I would rather have thorough examinations and fewer of them, than 
to be under pressure to make a more casual examinatioa, which would 
happen if you were under pressure for time, to get these banks ex- 
amined. I prefer a thorough examination if it takes longer, and fewer 
of them. 

Mr. O’Hara. You know, Mr. Chairman, that I have very high 
regard for you and for the FDIC. 

Mr. Coox. I appreciate that, sir. And that is mutual. 

The CuarrmMan. Mr. Brown. 

Mr. Brown. Do you get a copy of the report of all of the national 
banks from the Comptroller General’s office, or do you get them only 
upon request? 

Mr. Cook. It is a regular practice that we borrow their reports. 
They do not supply us with copies for our files, but we borrow their 
reports in order to transcribe upon our insurance records the condition 
of the bank, its size, assets, conditions, etc. 

Mr. Brown. That is all. 

The Cuairnman. Mr. Patman? 

Mr. Parman. How is the fund built up that is used to pay for the 
examinatioa of the baaks? 
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Mr. Coox. That is a fund by the assessmeat by the Comptroller’s 
office on the banks. 

Mr. Parman. According to capital stock? 

Mr. Cook. No, the amount of assets. I think Mr. Gidney ex- 
plained that yesterday. 

Mr. Parman. It is paid each year, I presume? 

Mr. Cook. After the examination. I think the Comptroller can 
answer this better than I can. 

Mr. Patrman., I think he covered it yesterday. 

The CHarrmMan. The banks would still pay for the examination, 
even though it is waived? 

Mr. Cook. I think under the present bill that would apply. 

Mr. Mutter. There is nothing in the present bill on that subject. 
That is a matter for the Comptroller. He determines that, within 
the limitations of the statute, as to what he is going to charge. He 
makes the assessment. 

Mr. Cook. That is correct. 

Mr. Mutter. I think Mr. O’Hara had the witness. 

Are you through? 

Mr. O’Hara. Yes; I am through. 

Mr. Mutter. Mr. Cook, you said, as did the Comptroller, that the 
Comptroller intends to exercise this proposed authority to waive ex- 
aminations only in the case of banks which he, the Comptroller, deems 
are adequately capitalized with sound asset structure and managed 
by capable personnel. 

Doesn’t that very standard give rise to the fears that some of us 
expressed, and Mr. O’Hara expressed yesterday, that the bank that 
gets the two a year and doesn’t get the waiver, is one which is not 
adequately capitalized with sound asset structure, or is not managed 
by capable personnel? 

Mr. Cook. That is correct, sir. There are banks—we deal with a 
great many banks, as you know—there are banks which, if never ex- 
amined, the management would be such, and the capital structure 
such, and asset condition such, that they wouldn’t have to be exam- 
ined because of the capability of management. 

On the other hand, we have often said to management, ‘‘the asset 
side of your balance sheet is a direct reflection on the capability of 
management,” so when we find an asset condition which is not satis- 
factory and which gives rise to the understanding that that bank is 
not in the best condition, that is when you need more examinations. 

Mr. Mutter. In other words, if this bill is passed, that is before us 
now, and the Comptroller is given the discretion that he has asked for, 
then when he exercises discretion and gives only 3 examinations in 2 
years to 1 group of banks, that gives that group of banks his stamp of 
approval as having adequate capitalization, sound asset structure and 
management by capable personnel, and the others in the other group 
are immediately stamped as not adequately capitalized, or not having 
capable personnel? 

Mr. Boiron. Would the gentleman yield there? 

Mr. Mutter. Yes. 

Mr. Botron. I think it fair to state that the Comptroller stated 
yesterday that just because in one examination he waived the ex- 
amination, did not imply that that waiver would be granted in the 
following year, and therefore over a period of 5 or 6 years, actually, it 








40 EXAMINATION OF NATIONAL BANKS 


would be theoretically possible, under this bill, for a hundred percent 
of the banks to have only 3 examinations in one particular 2-year 
period of those 6 years. 

Mr. Mutter. That is, I think, the vice of the bill—not that we 
shouldn’t vest discretion in our trusted public officials, but the very 
fact you invest them with that discretion in a matter of this kind. 
It is so sensitive to public reaction. The public can get the idea 
that one bank is being treated, not badly, but being treated or being 
given special attention because it is not quite up to par, it is not 
operating as good as its next-door neighbor, it hasn’t as good a capital 
structure as the bank across the street. That gives rise in the public 
mind to a feeling that there is something wrong in this particular 
institution, and that, I think, is the danger here. 

I am not prepared to say that we shouldn’t make some change, as 
to the number of examinations, but let’s do it right across the board. 
Let’s not tie the Comptroller’s hands, and his hands are not tied 
under the present statute. He can go in there as often as necessary, 
but let’s not put any public official, no matter how trusted he may be, 
in the position of saying ‘‘We make fish of this and fowl of that.” 

Mr. Nicuotson. May I ask a question, Mr. Multer? 

Mr. Mutrer. Yes. 

Mr. Nicnotson. What does the general public know about the 
examinations? I have been depositing money in a national bank for 
40 years. I never know when the examination is made, when they are 
examining the books, or anything else, and I don’t magine the ordinary 
citizen does, and probably three-quarters of them don’t go to the bank 
anyway. 

Mr. Mutter. Probably [ am more sensitive to it than most. per- 
sons, but I think I can walk into any bank of any size and tell you 
the examiners are there, if that is the fact. Maybe I know more than 
the average person about the operation of the banks, what is going on 
behind the cage and in the other departments. I think the general 
public knows when an examination is going on in his bank. 

Mr. Nicnouson. If we pass this bill, wouldn’t it relieve some of 
the banks of an extra examination, maybe? 

Mr. Mutter. I say, if that is the purpose of that, let’s meet that, 
frankly and head-on, and say two examinations a year are too much, 
and let’s cut it down but let’s cut it down for all of them, right across 
the board, if that is what should be done. 

Mr. Nicuotson. Well, of course, we laymen don’t know too much 
about it. We have got to depend on the Comptroller’s Office, the 
Secretary of the Treasury, or whoever makes the rules. 

Mr. Mutrer. Let’s ask Mr. Cook and Mr. Gidney to tell us why 
it doesn’t meet all of their requirements, everything they would need 
by way of safety and precaution, if we change the rule from 2 a year 
to 3 in 4 years, with the statute continuing as it is, to give them the 
right to go in as often as necessary in addition to that. 

They have the right now to do it. Instead of making it 2 a year, 
let’s make it 3 in 4 vears. Why doesn’t that accomplish the purpose 
for all the banks and let them go in as often as necessary into the 
weak bank? 

The CuarrmMan. Are there any further questions of Mr. Cook? 

Mr. Nicuotson. I have a question I would like to ask. 

Mr. McVey. I have a question, Mr. Chairman. I am wondering 
somewhat about the nature of the discussions we just had. Is it 
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possible in the case of a weak bank, examined, say, 4 times in 2 years, 
knowing that another bank is going to be examined 3 times, isn’t it 
possible that situation might be a stimulation to the weak bank to 
bring its records up to par?) Why should we penalize the good bank 
by making extra examinations and needless examinations because 
some other bank hasn’t complied with all of the expectations with 
regard to assets and capitalization? 

1 don’t understand that trend of thought. If anyone would like to 
explain it, I would like to hear the explanation, 

Mr. Cook. I think your statement is well made, Mr. MeVey. 
It is not with the thought of penalizing any bank that they are given 
extra examinations. Taking our own experience, as you know, we 
examine the State nonmember banks only. We have some banks 
that we find it necessary to examine 2 and 3 times a year. 

The purpose of that is to put the pressure on management to put 
their house in order. We have yet to find one case where any public 
suspicion or lack of confidence was aroused by extra examination. 
The public expects these banks to be examined, and all of you gentle- 
men who have bank accounts, and you all have, expect your banks 
to be examined and soundly managed in order that your funds may 
be safe, and that is the purpose of bank examinations, both with the 
Comptroller’s office, with the State authorities, and with the FDIC. 

Does that answer your question, Mr McVey? 

Mr. McVey. Yes, sir. 

Mr. Boiron. Mr. Chairman? 

The CuatrMan. Mr. Bolton? 

Mr. Boron, Just to follow through, Mr. Cook, just to summarize 
for the record: It is my understanding that State nonmember banks 
are examined by the Federal Deposit Insurance Corporation once a 
year, at least? 

Mr. Cook. That is correct. I will qualify that in just a moment. 
Finish your question and I will qualify that. 

Mr. Botton. Then you receive a copy of the report that the 
Comptroller of the Currency makes on the national banks? 

Mr. Cook. That is correct. 

Mr. Botron. And that the State examiners examine their State 
banks, according to the figures that were given yesterday by the 
Comptroller; 29 States require only 1 examination a year; 16 require 
2, and 3 give discretionary authority to the State banking people? 

Mr. Coox. That is correct. 

Mr. Botton. So that actually the banks—all the banks—are cov- 
ered by examinations and right now there is more examination once 
a year than there is twice a year? 

Mr. Cook. That is correct. I might say this, Mr. Bolton: I can’t 
speak with the experience of the Comptroller, although I have been 
in a national bank most of my life, but my own experience is this: 
We are unable—and the supervisory authorities of the States have 
the same difficulty—of keeping enough capable, experienced men; 
that they are sometimes obliged to skip an examination. 

This last year, while we examined most of the banks that are State 
nonmember banks, yet we had to miss a few, but we never pass up 
the problem banks. It is our job and our business to know the con- 
dition of these banks, and if we pass up an examination of the bank, 
it is because it is well managed, the asset condition is good, and there 
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is no risk involved if we happen to miss an examination, because we 
don’t have the manpower to make a hundred percent examination 
of all the banks. 

Mr. Boiron. No further questions. 

The Cuarrman. Any further questions? 

Mr. Mvuursr. Yes, Mr. Chairman. I will be very brief. The 
situation is this, is it not: that in connection with examinations of 
State banks, every State bank is examined at least once a year by 
the State authorities, and once a year by FDIC? 

Mr. Cook. Just the State nonmember banks. 

Mr. Mutter. I mean those that are in FDIC. 

Mr. Coox. That is right, the insured State nonmember banks. 

Mr. Mutrsr. Those insured State banks are examined at least once 
a year by the State authorities and once a year by FDIC? 

Mr. Coox. Or the Federal Reserve, if they are members of the 
Federal Reserve, of course, the Federal Reserve examiners examine 
them, the State banks, but so far as State nonmember banks are 
concerned, we endeavor to examine them once a year. As I explained 
to Mr. Bolton, because of the shortage of manpower, sometimes we 
are obliged to pass up examination of some banks which are not 
problem banks, but we get into our problem banks sometimes 2 or 3 
times a year, and even more, in order to put pressure on management 
to put their house in order, and reduce our risk. 

Mr. Mutter. In the last few years how many banks in FDIC have 
missed more than one examination a year? 

Mr. Coox. Last year there were 234 banks that we did not have 
the manpower to examine. We passed up 234 banks, but they are 
not problem banks. They are good banks, in which their asset condi- 
tion and management was such that it did not require an examination. 

Mr. Mutter. Does the law require FDIC to make an annual 
examination? 

Mr. Cook. I might say that is out of a total of 6,633 banks, which 
we examine. 

The CuarrMan. Are there any large banks- 

Mr. Murer. There is a question pending. 

The CuarrmMan. Are there any large State banks that are non- 
member banks? 

Mr. Cook. We have quite a number of larger banks which are not 
members of Federal Reserve, running into—— 

The CHarrMaANn. The great majority of the nonmember banks are 
small banks, are they not? 

Mr. Coox. That is correct. We still have some very large banks 
which are not members of the Federal Reserve System, which we 
examine. 

Mr. Mutrer. The question I asked, which hasn’t been answered 
yet, Mr. Cook: Does the law require an annual examination by 
FDIC of its member banks—member State banks? 

Mr. Cook. It is not mandatory that we examine every year, but 
it is a practice that has been built up during the life of the corporation. 

Mr. Mutter. So far as vou know, there is no intention to change 
that practice? 

Mr. Coox. No. It has worked very well, Mr. Multer, and it has 
proven very practical. 

Mr. Mutter. Now, all State banks that are members of FDIC are 
members of the Federal Reserve System? 
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Mr. Cook. Will you repeat that, please? 

Mr. Mutter. All State banks that are members of the FDIC are 
also members of the Federal Reserve System? 

Mr. Cook. No, there are about 1,867 State banks which are mem- 
bers of the Federal Reserve System which we do not examine, but 
they loan us the examination reports in order that we may have 
continuity of our insurance records in the corporation. 

Mr. Mutter. How frequently does the Federal Reserve Board 
examine? 

Mr. Coox. That I can’t tell you. I presume they have the same 
practice—I think Mr. Gidney would be in better position to answer 
that question than I for the reason he was more intimately connected 
with the Federal Reserve System than I am, but I think they follow 
pretty much the same practice or same policy. 

Mr. Mutter. Mr. Gidney, can you answer the question as to how 
frequently the Federal Reserve Bank examines its members? 

Mr. Gipney. When I was still in that system, it was once a year. 

Mr. Mutter. Now, does that apply—does Federal Reserve ex- 
amine not only the State members, State banks that are members of 
the system, but also all the national banks? 

Mr. Coox. No. The Comptroller of the Currency examines the 
national banks and the State banks, members of the Federal Reserve 
System, are examined by the Federal Reserve authorities, 

Mr. Mutrer. All national banks are members of the Federal 
Reserve System? 

Mr. Cook. That is correct. 

Mr. Mutrer. They are examined only by the Comptroller of the 
Currency? 

Mr. Cook. That is correct. 

Mr. Mutrer. The situation will probably arise, if this bill is 
enacted, that the State member banks will be examined by the State 
authorities, by the Federal Reserve System, and by FDIC each year. 
Am I right? 

Mr. Cook. I don’t quite follow you on that, Mr. Multer. 

Mr. Mutter. State banks that are members of the Federal Reserve 
System and of FDIC will be examined each year, once a vear, except 
in those few instances where you don’t have the manpower to do it, 
by the State authorities, by Federal Reserve, and by FDIC? 

Mr. Coox. No. We do not examine State member banks which are 
members of the Federal Reserve. We examine only State nonmember 
banks. 

Mr. Mvutrer. Then it will run this way, then: There will be a 
State examination by the State authorities of each State bank, and if 
the State bank is a member of the Federal Reserve System and not of 
FDIC, or FDIC? 

Mr. Cook. It has got to be a member of the Federal Reserve 
System to be examined by Federal Reserve, but also examined by the 
State authorities, and I might advance this explanation—— 

Mr. Mutter. Is there any State bank that is in FDIC or the 
Federal Reserve System, that is not examined twice a year by either 
the State authorities or the Federal authorities? 

Mr. Cook. I think there are cases where there is only one examina- 
tion a year, which was stated yesterday. There are some 29 States, 
I believe, under the State law are examined once a year. 
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Mr. Mutrer. There is no State bank that is not examined at least 
once a year by State examiners? 

Mr. Cook. I would say that there are no State banks that are not 
examined at least once a year. 

Mr. Mutter. In addition to the State examination, of every State 
bank there is at least one other examination a year of that bank, if it 
is either in the Federal Reserve System or FDIC? 

Mr. Cook. In some cases they are examined jointly. In my own 
State of Ohio, the Federal and State authorities examine jointly. 
With respect to the State bank members of the Federal Reserve Sys- 
tem, the State would examine jointly with the Federal Reserve. 

When I was superintendent of banks in Ohio, we of the State exam- 
ined the nonmember banks jointly with the Federal Deposit Insurance 
Corporation. That eliminated an extra examination. 

Mr. Mutrer. When you say examined jointly, do you mean you 
sent in your own examiners from FDIC to go in at the same time as the 
other examiners? 

Mr. Cook. That is correct, and make a joint examination; that is 
right. 

Mr. Mvuurer. You don’t rely on their examination or report. You 
actually send in your own examiners to do the work alongside the 
other examiners? 

Mr. Cook. They work together and file a joint report. That has 
been proven very constructive. 

Mr. Mutter. In point of time, it is done at the same time? 

Mr. Cook. That is correct. It really shortens the examination 
because you can put in more manpower. 

Mr. Brown. The superintendents of State banks examine some of 
the banks more than once a year? 

Mr. Cook. We find it necessary to do that. In some States it is 
mandatory to have 2 examinations a year, in 16 States. 

The CuarrMan. Are there any further questions? 

Mr. Mutter. For the sake of the record, national banks are not 
subject to examination by any of the State authorities? 

Mr. Cook. No. 

Mr. McVey. I have one more question, Mr. Chairman. 

The CuartrmMan. Mr. VeVey. 

Mr. McVey. I have an understanding, Mr. Cook, I should like to 
have you either verify or tell me whether it is wrong: It is my under- 
standing that the size of the bank has nothing to do with the number 
of examination it will have in the course of a year; that is, if a small 
bank is up to par in capitalization, and assets, and in all respects on 
which you examine the bank, the small bank of that character is no 
more likely to be examined 4 times in 2 years than a large bank with 
the same record of achievement? 

Mr. Cook. That is correct, Mr. McVey. 

Mr. Parman. The chairman asked you about the State banks, 
not members of the Federal Reserve System, as to their size. Of 
course, most of them are small banks. There used to be some large 
banks in New York that were not members. Are they still outside 
the System? 

Mr. Cook. The mutual savings banks in New York, and several 
large banks, are outside of the Federal Reserve System, but they are 
still insured. 
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Mr. Parman. They are still insured? 

Mr. Cook. Yes, sir. 

Mr. Parman. Is the Guaranty Trust in the System? 

Mr. Cook. It is a Federal Reserve member, and under the law, 
Mr. Patman, all national banks and all State banks, members of the 
Federal Reserve System, are, under the law, members of the FDIC. 

Mr. Parman. Guaranty Trust didn’t mean to me that it was 
necessarily a national bank. I didn’t know. 

Mr. Coox. No. It is a State bank, under State charter. 

Mr. Patrman. But it belongs to the System? 

Mr. Cook. Yes. 

The Cuarrman. If there are no further questions, will the witness 
stand aside? 

Mr. Coox. Thank you for your courtesy, Mr. Chairman, and 
gentlemen. 

The CHarrMan. Mr. Clerk, call the next witness. 

Mr. Carpon. Mr. Chairman, the next witness is Mr. Gibbs Lyons, 
on behalf of the American Bankers Association. 

The Cuarrman. Mr. Lyons, you may proceed as you desire. If 
you have a statement you may read it. 


STATEMENT OF GIBBS LYONS ON BEHALF OF THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Lyons. I have a prepared statement, and my statement was 
drawn to cover S. 1188 and S. 1736. I will confine my remarks at 
this time to S. 1188, which is the only bill so far that has had testimony 
on it. 

The CuatrMan. Identify yourself, please. 

Mr. Lyons. My name is Gibbs Lyons. I am president of the 
First-Stamford National Bank, Stamford, Conn. I am also president 
of the national bank division of the American Bankers Association. 
I am making this statement on behalf of the American Bankers 
Association and the national bank division of that association. 

On S. 1188: This bill would make three important changes in the 
present Federal laws governing the examination of national banks by 
the Office of the Comptroller of the Currency. All of them, I believe, 
are in the interests of sound supervision and would give the Office of 
the Comptroller of the Currency greater freedom in the supervision of 
banks, resulting in more thorough and effective examinations. 

The first change would permit the Comptroller, in his discretion, to 
waive 1 of the 2 examinations required each year, but this waiving of 1 
examination could not be done more often than once every 2 years. 
If an examination should be waived by the Comptroller, it would 
result in 3 examinations in a 2-year period, instead of the present 4 
examinations. This would enable the Comptroller to utilize his 
examining force in the field to greater advantage. 

Often, in order to satisfy the statutory requirement of two exain- 
inations a year, banks are subject to a second examination only a short 
time after the first one has been completed. The second examination 
would, in practically all cases, be a waste of time and money. By 
having this authority, too frequent examinations could be avoided 
and more time and attention could be given to each examination and 
to spacial problem situations. It would also provide more time for the 
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examiners to spend on other investigations, such as applications for 
new charters, changes in capital structure and applications for branches. 

The second change would permit the Comptroller to assess all 
national banks for examination services on a yearly basis, regardless of 
whetber 1 or 2 examinations are made, which assessments would 
continue to be based on the assets of the banks but would be billed 
in installments, such as semiannually or quarterly. Examinations 
now are assessed and payable by the banks at the conclusion of each 
examination. This change, by spreading such assessment payments 
in equal installments over the year, would assure the Comptroller of 
the funds to meet examinations and other expenses as needed and 
would simplify accounting and reduce costs. Fees for more than two 
examinations a year and for other investigations would continue to be 
assessed separately as work is performed. 

The third change would permit the Comptroller to assess national 
banks for the examination of their fiduciary activities on a cost basis, 
that is, for a fee adequate to cover the actual cost thereof. A fee in 
proportion to the amount of individual trust assets under administra- 
tion and the total bonds and/or notes outstanding under corporate 
and/or note issues for which banks are acting as trustees upon the 
date of examination, as is now provided, has no relation to the amount 
of work performed in making such examination. The cost basis 
will prove more practical and equitable, and will assure the Comp- 
troller of receiving sufficient revenue to pay all the expense incident 
to such examination. 

Qn behalf of the American Bankers Association, and the national 
bank division, I urge your favorable consideration of this bill. 

The CuarrMan. Has the American Bankers Association taken formal 
action? 

Mr. Lyons. It has, through its legislative committee, yes, sir; in 
approving the purposes of this bill. The national bank division has 
circulated the provisions of this bill among all of the national banks 
in the country, asking for any comments. 

We have no criticism or objection on the part of any national bank 
expressed to our division concerning this bill. 

Mr. Brown. Have they endorsed the Senate bill, 1736, too? 

Mr. Lyons. Yes, sir. 

Mr. Parman. Where did the agitation come from for this bill? 

Mr. Lyons. I don’t know that there has been any agitation, Mr. 
Patman. There has been discussion from time to time. 

Mr. Patman. Who brought it up? 

Mr. Lyons. The National Bank Division officers and members of 
the Executive Committee have discussed it in their sessions from time 
to time, and it has been discussed from time to time with the 
Comptroller. 

Mr. Patman. It doesn’t affect the cost to the banks because they 
pay the same amount anyway, don’t they? 

Mr. Lyons. That is right. 

Mr. Parman. It seems rather unusual to me that there would be so 
much excitement over a bill of this type when they can really do it 
anyway. 

rou take the Comptroller of the Currency; he doesn’t necessarily 
have to examine twice a year, does he? 

Mr. Lyons. The law so requires at the present time. 


























EXAMINATION OF NATIONAL BANKS 47 


Mr. Parman. I know, but it is up to him to say what kind of exam- 
ination. He could walk in and see the books and papers in a very short 
time and walk out. He doesn’t have to stay there any length of time, 
if he is assured that the bank is in good shape. There is no law requir- 
ing him to do certain things and stay in there a certain length of time, 
is there? 

Mr. Lyons. No. There is no law requiring it. 

Mr. Parman. In practice, then, they can do it under present law, 
can’t they, if they feel like a bank is safe and the management is all 
right, and there is no question about it? They don’t have to hang 
around and spend a week or two. They can go out in 15 minutes if 
they wanted to, couldn’t they, and say they had been examined? 

The CHarRMAN. The requirement in the law is mandatory that 
they make two examinations per year? 

Mr. Lyons. The law does require. If I were Comptroller of the 
Currency, I would certainly not approve of the type of examination 
such as you suggest, of a cursory 15-minute visit in a bank. 

Mr. Parman. Aren’t some of them that way now, as a matter of 
fact? Suppose a bank has good management, with 80 percent of its 
resources in United States Government bonds. Why should it take 
up a lot of time to examine that bank? 

Mr. Lyons. It takes time to verify the existence of those assets 
and examine the loans and discounts that are in the bank, and examine 
all the assets; the examining is a report of examination, in effect, 
certifies the existence of the assets that are set forth on the books of 
the particular bank. ; 

He would hardly do that unless he had physically examined, or 
had his men do so. 

Mr. Parman. Unless he was willing to take the word of the people 
that he had confidence in and had examined a few months before? 

Mr. Lyons. I don’t think he could sign a report, though, showing a 
condition of the bank without going through a verification of the 
existence of all of those assets. 

Mr. Parman. Those certain things would have to be done, but he 
wouldn’t have to go into all of the detail and dig deeper, as the Comp- 
troller of the Currency said yesterday, in every case. He wouldn’t 
have to dig deeper in every case. 

The CHarrMan. Have any of the banks expressed any apprehension 
that the waiver of this examination would put the bank in a prefer- 
ential position over other banks where there have been more examina- 
tions? 

Mr. Lyons. I have heard no such apprehension expressed, Mr. 
Spence. 

Mr. Mutter. Mr. Chairman? 

The CuHatrMan. Mr. Multer? 

Mr. Mutter. When you were with the Comptroller's Office, either 
during that period or during the period that you were chief national 
bank examiner, how long did it take to make a thorough examination 
of a bank of the size of the National City Bank? 

Mr. Lyons. Anywhere from 4 to 8 weeks, depending on the number 
of manpower that we have at the outset and through the entire period 
of the examination. 

Mr. Mutter. I am not going to ask you to tell us what is going on 
now by way of examinations under the present administration, because 
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I understand you have been out of that since 1944, but confining it 
to your experience, after a bank has been examined for as long as 8 
weeks during 1 year, was it the usual practice to go back again that 
same year and have another 8-week examination of that bank? 

Mr. Lyons. Yes; but I wouldn’t like to say that every examination 
took 8 weeks. I qualify it. 

Mr. Mutter. I am talking about an 8-week examination. 

Mr. Lyons. Yes, we would make two examinations of the National 
City Bank in a year. 

Mr. Mutter. Each would last 8 weeks? 

int Lyons. Depending on the manpower, it would last from 4 to 
8 weeks. 

Mr. Mutter. When was this bill first called to your attention? 

Mr. Lyons. I have been in the National Bank Division of the ABA 
4 years and it has been under discussion every session of the executive 
committee during that 4-year period as something that was desirable. 

Mr. Mutter. When was a summary of this bill first circulated 
among the banks? 

Mr. Lyons. Within the last 12 months, after it was introduced in 
the Senate last year, as I remember. 

Mr. Mutter. What was the answer, sir? 

Mr. Lyons. Within the last 12 months after it was introduced in 
the Senate and passed by the Senate last year. I don’t remember 
the time. 

Mr. Mutter. Can you get us the date and supply it to us for the 
record, please? 

Mr. Lyons. Yes. I will have Mr. Gunderson of the ABA staff 
furnish that information. 

(Date requested is: August 8, 1955.) 

Mr. Mutter. There hasn’t been any formal action taken on this 
bill or the principle involved in this bill at any American Bankers 
Association convention? 

Mr. Lyons. Formal action is taken at the national bank division 
executive committee meeting, and by the legislative committee of 
the ABA, and the administrative committee and the executive 
council of the ABA, at White Sulphur Springs last April. 

Mr. Mutrer. I asked the question before, and I didn’t get any 
answer. Maybe we will before we close the session. I would like 
to have you give me the answer, if you can: Why can’t this matter 
be more satisfactorily handled by having the bill read that there shall 
be at least 1 examination a year and at least 3 examinations every 2 
years of national banks, and have it apply the same to every national 

ank, and then if the Comptroller wants to go into a bank more 
frequently, he still has the right under existing statute. 

Why isn’t that the better way of handling this? 

Mr. Lyons. Well, I believe that when we first discussed this matter 
with the Comptroller, it was suggested on the basis of annual—one 
annual examination, but this bill, as introduced, was a compromise 
between that and the present law as a first transition step toward an 
examination once a year. 

I say I believe that, because I have been so informed. I don’t 
know the discussions here in Washington between the Comptroller’s 
Office, Federal Reserve Board, and the Comptroller’s staff that 
prompted this present bill, but it is certainly a step in the right direc- 
tion from the standpoint of the national banks involved. 
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Mr. Mutter. Mr. Lyons, you were here yesterday during the 
session? 

Mr. Lyons. Yes, sir. 

Mr. Mutter. Do you agree with the statement that was made 
yesterday that eventually 75 percent of the national banks would 
qualify for examinations 3 times every 2 years, rather than twice 
a year? 

Mr. Lyons. Mr. Multer, I just don’t know. Those figures were 
given to you by the Comptroller, based upon his analysis and analysis 
of his staff, as to the banks which would fall into the category of 
banks that would have a waived examination in the 2-year period, 

Mr. Mutter. From your experience in the Comptroller’s Office, 
both as Deputy Comptroller and as chief national bank examiner, do 
you have any reason to challenge or doubt the accuracy of those 
figures? 

Mr. Lyons. I would not doubt it or challenge them, 

Mr. Mutter. It really is an estimate? 

Mr. Lyons. Yes, sir. 

Mr. Mutter. You have no reason to doubt the accuracy of the 
estimate? 

Mr. Lyons. None at all. 

Mr. Mutter. Again, I ask why it wouldn’t be better if we come to 
the conclusion that 3 examinations in 2 years would be sufficient for a 
large number of banks? Why wouldn’t it be better to make that the 
rule without any discretion vested in anybody, that there be at least 
3 examinations every 2 years, with the right to the Comptroller to 
go in more frequently into any other bank he may find necessary, 
rather than making it discretionary to waive 1 examination every 
2 years. 

Mr. Lyons. I would have to reserve an answer for that. Speaking 
for the American Bankers Association, we have no such provision in 
the bill for consideration by the various committees that have con- 
sidered the legislative program that is before the House and the Senate. 
If you are asking my personal views, I would give it. 

Mr. Mutter. What is your personal view? Is it better to have 
this discretionary, as set forth in this bill, or better to have one rule 
for every national bank across the country? 

Mr. Lyons. I think it would be better to have a provision for 1 
examination every 8 months, or 1 examination every 12 months, re- 
serving to the Comptroller the same discretion he now has to make 
more frequent examination as the banks warrant. That is not in the 
bill at the present time. 

Mr. Botton. If the gentleman would yield—doesn’t that put the 
onus, or would it be your opinion that that would change the onus 
from one where the bank pee quite correctly say to the Comptroller, 
“Unless you have some reason to believe that there is something wrong, 
you should only come in 3 times every 2 years,’’ while under the 
wording, the way the bill is now drafted, the Comptroller, where he 
may have a desire to watch things more closely, but at the same time 
not to say to the bank there is anything specifically wrong at this 
point, is under perfect right to come in twice every year. 

In other words, doesn’t it put the onus of whether he comes in or 
not—shifted from the Comptroller to the bank, as contrasted from 
the other way around? 








50 EXAMINATION OF NATIONAL BANKS 


Mr. Lyons. If I understand vour question correctly, you ask if I 
thought the bill, as presently written, would give the Comptroller 
greater discretion than if it were tied down to once every 8 months 
and once every 12 months; is that vour question? 

Mr. Botton. My question actually was directed toward the dis- 
cretionary language which Mr. Multer used, as contrasted to the 
discretionary language which is now in the bill. 

Mr. Mutrer. If the gentleman will yield, my proposal is, instead 
of having any discretion in the matter other than the existing right 
of the Comptroller to go in as frequently as he finds it necessary, in- 
stead of the mandatory provision now of 2 examinations a year, 
make it mandatory that there be 3 in 2 years. That is my suggestion. 

Isn’t that the better way, instead of 2 a year, have 3 in 2 years. 
Make that mandatory as the minimum. 

Mr. Boiron. What I am trying to ask the witness is whether under 
that wording it would not place upon the Comptroller the onus of at 
least suggesting to management that something was wrong, that they 
have to look at more often than 3 in 2 years, while under the language 
which the Comptroller has suggested himself, he is perfectly right in 
going in twice in each one of the 2-vear periods. 

In other words, 4 times in 2 years, and can do so without saying 
to management that there is anything necessarily wrong with their 
operation, and therefore, in effect, insulting management until the 
proof of the pudding is there. 

Mr. Mutter. The point I make is that I don’t think we ought to 
make this discretionary as to the minimum number of examinations, 
particularly if there is a possibility that the discretion will be exercised 
as to three-quarters of the banks, and not exercised as to one-quarter 
of the banks; that immediately gives you two classes of banks. 

I think Mr. Patman and Mr. O’Hara referred to that. That would 
immediately set up a group of second-class banks. I think that is bad. 
A small bank is not bad because it is small. It shouldn’t be thought 
of as a second-class bank just because it is small. It serves a very 
important function. Everybody will agree it sometimes does a better 
job than the bigger bank. Just because it is capitalized for less does 
not make it less sound than the bigger bank. That is no reason why 
it should be treated differently. When you get into bad management, 
you may have bad management in a big or small bank. Yov will 
run into it more frequently in a big bank because it might be over- 
looked. In the small bank it can’t be overlooked. The smaller 
number of personnel gives you more control. There is diversity of 
opinion on that, too. 

I want to be sure we don’t put anything into the statute that will 
classify our banks by size, or cause the Comptroller or the FDIC 
to do 1 thing, with 1 group, and something else with the other. 

Mr. Boiron. Under your wording, Mr. Multer, you would suggest 
that the so-called—what you have classified as second-class bank, 
only be examined 3 times every 2 years? 

Mr. Mutter. No. All of them. If we can skip an examination, 
1 of 4 examinations, in 2 years, let’s make that the uniform rule, 
instead of having now 2 a year, make it 3 in 2 years. 

Mr. Bouton. But the testimony has been, has it not, that some 
banks, though they may be perfectly run, still they need 4 examina- 
tions every 2 years. 
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Mr. Mutter. I don’t think the testimony is quite that precise. 
I think the Comptroller and Mr. Jennings’ deputy indicated they are 
not quite sure they can give up the two examinations a year as to a 
large number cf banks here. 

Mr. Boiron. At the same time certainly they weren’t going to 
suggest that 25 percent of the banks of the country were shaky, 
insofar as legality goes. 

Mr. Mutter. That wasn’t my percentage. That was given by 
the witnesses yesterday. 

Mr. Botton. I think that was the inference intended. 

Mr. Fountain. As I understand what Mr. Multer is interested in 
eliminating from this legislation is that waiver provision, and rather 
than give the Comptroller the authority to waive one examination 
and have, say, a bank hear, in its private conversations with people 
from whom they are trying to get business, say, “We operate so 
efficiently that the Comptroller has waived one of the examinations,” 
and on a competitive basis I can see what might happen, but rather 
than have a provision in lieu thereof, giving the Comptroller the 
authority to make more examinations if it wants to, but it keeps all 
banks on par. 

Mr. Mutter. Yes. He now has the authority to go in as many 
times as he wants to in any national bank. That is in the law. It is 
discretionary with him. As the minimum provision, he must go in 
twice a year. If that is too frequently to do a good job, let’s change 
that, but let’s put them all on the same basis. Then when he finds a 
bank that may not be adequately capitalized, or maybe has bad 
management, he can go in there more frequently. Let’s put them 
all on the same plane and keep them there. 

There is no distinction in the law now. Everyone must be examined 
twice a year. That is a must. The rest is discretionary. If we are 
going to change that, let’s change it for all of them. 

The CHarrMan. But you can’t get away from the discrimination, 
even though you make one examination a year. Any additional 
examination might be a reflection on the bank for which it is provided; 
isn’t that true? 

Mr. Mutter. That is quite possible. There is no doubt the 
Comptroller has a very strong weapon. 

The CuHarrMan. You are giving the Comptroller that power. You 
can’t get away from that discrimination, whether it is in the law or 
not in the law. 

Mr. Mutter. But let’s not write it into the law. 

Mr. Patman. This would be a different method of grading banks. 
One would be grade A and one grade B. 

The CHarrman. If there are no further questions, Mr. Lyons, you 
may stand aside. 

Mr. Lyons. Thank you, sir. 

The Crarrman. We are not going into Executive Session today, 
but we will hear the other bill, S. 1736. 

Mr. Lyons. I prepared my statement thinking you would be 
taking the bills concurrently in the testimony, but in reading the state- 
ment, I only read that portion relating to S. 1188. 

The Cuarrman. We would like to ‘hear the testinfony on the 
question. of the residence. 
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Mr. Parman. We can have him finish up on the new bill. He has 
his testimony right there. 

The CHAIRMAN. Yes. 

Mr. Carvon. Mr. Chairman, both Mr. Lyons and Mr. Gidney will 
testify on S. 1736. Do you wish Mr. Lyons to continue now and 
comment on 8. 1736? 

Mr. Parman. Yes. That is right. 

The CHarrMaAN. That is all right. Let him continue, then. 

Mr. Parman. Let him come back and present his views on this bill. 

The CHarrMan, Let Mr. Lyons testify on S. 1736. 

Mr. Parman. That is the bill about the residence. 

The CHarrMaNn. Yes. They can arrange that in the way they 
desire to proceed. If Mr. Lyons wants to go first, we will let Mr. 
Lyons continue. 

Mr. Lyons. If Mr. Gidney is agreeable that I testify first. I am 
trying to get a train back to Connecticut. 

Mr. Parman. Let him file the statement and let me ask him some 
questions on it. 

What time does your train leave? 

Mr. Lyons. I can get one at 12 o’clock or 3 o’clock or midnight, 
but I prefer to catch the one at noon. 

Mr. Parman. Here is what concerns me about this. If you are 
going to say that a person can live a hundred miles away from a 
bank, do you propose to restrict the number of banks that he can be 
a director in? 

Mr. Lyons. That is not in the bill. 

Mr. Parman. Would you favor restricting it? 

Mr. Lyons. I think, as a practical matter, it will be restricted in 
the practices of the bank, that competing banks certainly don’t want 
the same directors, common directors. 

Mr. Parman. Suppose they are not competing. According to this 
hundred miles—you first proposed 90; didn’t you? 

Mr. Lyons. So far as I know, it has been talked of as a 100-mile 
radius. 

Mr. ParmMan. Suppose a person lived half way between Philadelphia 
and New York. He could serve on the board of directors in all the 
banks in New York City and Philadelphia, too; couldn’t he? 

Mr. Lyons. He could serve on 1 bank in New York City and 1 
bank in Philadelphia. 

Mr. Parman. What would keep him from serving on more than 
one? 

Mr. Lyons. The provisions of the Federal Reserve Act, which con- 
trols that point. I can’t give you the citation. 

Mr. Parman. I would like to see that citation. 

Mr. Lyons. It is in the act. 

Mr. Patman. I would like to see it. In fact, Mr. Chairman, I am 
disappointed that we don’t have something from our staff on this 
bill. You know, we ought to have the law here to show how it 
changes the law. 

The CHarrMAN. We can get that. 

Mr. Parman. I know we can get it, but we have got to dig it out 
ourselves. MWe have some fine staff fellows here. 

The CHarrMAN. They have got a lot of things to do here, too. 

Mr. Parman. I know they work. 
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The CHarRMAN. You can’t criticize the staff. 

Mr. Parman. I am not criticizing them at all. 1 want to get 
something I can look at. I would like to have the law. 

The CHatrMan. The staff can get you that citation. 

Mr. Lyons. Mr. Patman, I will read you that section, if you like. 

Mr. Patman. I know it shows a change, but what about this 
part that they can’t be directors in more than one bank? 

Mr. Lyons. The Clayton Act provides that— 

No private banker or director, officer or employee of any member bank of the 
Federal Reserve System or any branch thereof shall be at the same time a director, 
officer or employee of any other bank, banking association, savings bank or 
trust company, organized under the National Bank Act or organized under the 
laws of any State or of the District of Columbia, or any branch thereof, except 
that the Board of Governors of the Federal Reserve System may, by regulation, 
permit such service as a director, officer or employee of not more than one other such 
institution or branch thereof, but the foregoing shall not apply in the case of 
any or more of the following or any branches thereof. 

Then it goes on, the principle of which is that we don’t permit the 
1 man to serve as an officer and director of more than 1 bank in the 
same town or contiguous town. 

Mr. Parman. Unless they by regulation provide otherwise. 

Mr. Lyons. Which they have not done as far as I know. 

Mr. Parman. That is the part I am not willing to trust them on. 
Not that I distrust the members of the Board, but I would rather do 
it by law than to do it by men. 

Mr. Botron. May I inquire for that citation? 

Mr. Lyons. Section 8, Clayton Act, section 19, title XV, United 
States Code. 

Mr. Parman. You take a State that bas got branch banks, a director 
living halfway. They have them in Pennsylvania, don’t they, 
branch banks? 

Mr. Lyons. Within adjoining counties; ves. 

Mr. Parman. Don’t they have them in New York over the State? 

Mr. Lyons. They have them confined to geographical counties in 
New York State. 

Mr. Parman. You take a perscn who lived halfway between 
Philadelphia and New York. He is a director of a bank in New 
York which has a lot of branches and one in Philadelphia which 
has a lot of branches. He would have lots of influence. Then if the 
Board of Governors wanted to extend his privileges he could do it, and 
a hundred miles is quite a long way. I think this bill, Mr. Chairman 
is another bill that ought to be considered with our general banking 
laws. 

The CuHarrMan. I realize that. 

Mr. Parman. You know banking is for the purpose of helping local 
people. I don’t see where you could say a person is a local person if 
he is a hundred miles away and whenever you give a bank charter to 
a town, you are giving that charter for the purpose of helping that 
town, and I don’t know that you can say if a fellow lives a hundred 
miles away that he is supposed to look after the interest of that par- 
ticular town. Banks have great privileges, as we all know, with the 
charter. I think we ought to keep it pretty well confined to local 
people. I think 100 miles is too far to be considered a local person. 

The CHarrMAN. Where did the request come from? 
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Mr. Lyons. From towns and cities that lie along or near the lines 
of other States where tbeir trade area extends over into the adjoining 
States, and where their trade area is wide in geographical territory. 

The CHarrRMAN. Have you any statistics on how many directors of 
banks now live 50 miles? 

Mr. Lyons. I have no such statistics, sir, Mr. Spence. 

The CuHairMan. I realize that trade areas are expanding all the 
time. 

Mr. PatrmMan. But not 200 miles. 

The CHAIRMAN. Men live farther away from their businesses than 
they have heretofore because of improved transportation, better 
roads, and all that, but I don’t suppose many of the people, even in 
New York who are directors of banks, live more than 50 miles away 
from their banks; do they? 

Mr. Lyons. They could very well. Bridgeport, Conn., is more 
than 50 miles from New York, and it is a commuting distance from 
New York City. 

Mr. Parman. It is less than a hundred, though; isn’t it? 

Mr. Lyons. Yes; but it is more than 50, so that an industrialist 
from Bridgeport, Conn., could not be a director of a bank in New 
York City under the 50-mile radius that we have at the present time. 

Mr. Brown. Cincinnati is right close to Kentucky, too; isn’t it? 

Mr. Lyons. You have a situation where Cincinnati is right on the 
line of Kentucky, and the banks in Cincinnati can go over into ad- 
joining States. 

Mr. Parman. This permits, Mr. Chairman, a director to serve in 
banks 200 miles apart. 

Mr. Lyons. I think it is confined to a hundred miles. 

Mr. Parman. I know, but a hundred-mile radius makes it 200 
miles. That is a rather big trade territory any way you take it. 

The CHarrman. Has the American Bankers Association considered 
this bill? 

Mr. Lyons. It has, and I speak on their behalf. 

Mr. Parman. Who has considered it? 

Mr. Lyons. The American Bankers Association legislative com- 
mittee and the executive committee of the national bank division of 
the ABA. 

Mr. Parman. Did you testify for it in the Senate, before the Senate 
committee? 

Mr. Lyons. Yes. 

Mr. Parman. Who is pushing the bill for the ABA? Are you 
doing it or is there a regular representative liaison man doing it? 

Mr. Lyons. I have acted as witness in both the Senate and the 
House in connection with these two bills. 

Mr. Parman. To pursue them and try to get them passed? 

Mr. Lyons. I am not 

Mr. Parman. I congratulate you in getting a hearing on both of 
them. 

The CuarrMan. If we get an administration bill we always give 
them a hearing. 

Mr. Patman. If that is an administration bill, I haven’t heard that. 

Mr. Mutter. Isn’t this an administration bill? Wasn’t this sent 
up by the administration? 

Mr. Lyons. Sent up by the Comptroller. 
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Mr. Mutter. When did the ABA consider it? 

Mr. Lyons. The same sessions that I mentioned in connection 
with S. 1199, Congressman. 

Mr. Mutter. Can you name for the record a single bank that 
has lost a director because of the present provisions of the statute? 

Mr. Lyons. Not from personal knowledge, no, sir. 

Mr. Mutter. Is there anything in your records of the American 
Bankers Association indicating loss of a single director to any national 
bank because of the present statutory provisions? 

Mr. Lyons. I might say in this connection, Mr. Multer, that State 
banks are not so restricted in the selection of their directors as na- 
tional banks under the existing code, and 

Mr. Mutter. You are not answering my question, Mr. Lyons. 

Mr. Lyons. I can’t tell you any State case. 

Mr. Mutter. I didn’t address my question to State banks. I am 
addressing my questions to the national banks. Is there anytoing 
in the records of the ABA from which you can give us the name of a 
single national bank which has lost a director because of the present 
provisions of the statute? 

Mr. Lyons. I cannot say. I don’t have any records. 

Mr. Brown. Will you yield? 

Mr. Mutter. Yes. 

Mr. Brown. Does this bill contradict anything in the holding bill 
we passed recently? 

Mr. Mutter. I don’t recall. As to the holding-company bill you 
mean? 

Mr. PatMan. Yes. 

Mr. Mutter. I think this does run counter to the principle of 

that bill. 

Mr. Parman. It nullifies it to a large extent. 

Mr. Mutter. I wouldn’t go so far as to say that. I think it runs 
counter to the principles we had in mind. 

Mr. Nicnotson. Would you yield, Mr. Multer? 

Mr. Mutter. Yes. 

Mr. Nicnotson. I understand that this gentleman has a state- 
ment to make, and after he has made it we can interrogate him. 

Mr. Mutter. I thought he had made it. 

Mr. Lyons. I started to read it and then Mr. Patman started asking 
questions. I didn’t actually read the statement on this bill. 

The CHarrMan. I am sorry. The hearing wasn’t intended to con- 
flict with the holding-company bill. 

Mr. Mutter. May we have him read his statement if he so desires 
so that the record will be completed? 

Mr. Lyons. I don’t understand. 

Mr. Mutter. Do you prefer to have Mr. Lyons’ complete statement 
made a part of the record and we continue the interrogation? 

The CHarrMaNn. Yes. His written statement is part of the record. 

Mr. Lyons. It is part of the record, I assume. 

Mr. Nicuotson. I would like to ask a question, Mr. Chairman. 

The CHarrMan. Mr. Nicholson. 

Mr. Nicnotson. If we say this is part of the record, we haven’t 
read this bill yet, so 1 am not in any position to interrogate him until 
I read it or find out something about it. 
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Mr. Mutter. Let me suggest after we read the bill it means 
nothing to us unless we also have the statute in front of us to read 
the statute, too, because this is changing words and numbers in the 
statute. Unless you have the statute in front of you, you can’t under- 
stand it. I think it is clear at this moment, if I may, Mr. Chairman, 
that what they seek to do is to change the number of directors that 
must live within the 50-mile limit to a larger number that may live 
within a hundred miles. In other words, now there is three-fourths 
limitation on the number of board members. They want to change 
that to two-thirds. Instead of having a 50-mile limit for those who 
may live outside the immediate area, they want to change that to a 
hundred miles. 

Mr. Brown. Mr. Chairman, the statement occupies about a page 
and a half or two pages. 

The CHarRMAN. I asked Mr. Lyons how he wanted to proceed and 
he said he was willing to submit his statement, and subject himself 
to interrogation. Now, of course 

Mr. Parman. I would like to read two sentences of it, Mr. Chair- 
man. 

The CHarrMaAN. Mr. Lyons, in order to meet the objection that is 
made, your statement is short, read the statement. 

Mr. Patrman. On 8. 1736. 

Mr. Lyons. Yes. This bill would amend section 5146 of the 
United States Revised Statutes by providing that at least two-thirds 
of the directors of a national bank (instead of three-fourths as now 
provided) must reside within the State in which such bank is located, 
or within 100 miles of the location of the office of such bank, instead 
of the present 50-mile limitation. 

The 50-mile provision was added to the statute in 1921 by an 
amendment. At that time Congress seemed to have recognized the 
growth of metropolitan areas or trade areas and the necessity of 
permitting national banks to select their directors from those areas, 
regardless of the fact that a director might have his residence across 
the line of an adjoining State. For example, the 1921 amendment 
permitted the national banks in Philadelphia, Pa., to select directors 
from the adjacent States of New Jersey and Delaware, who resided 
within 50 miles of the offices of such banks. This had the effect of 
enlarging the source of qualified directors in the area served by the 
Philadelphia banks and provided a broader base from which bank 
shareholders could select experienced business and professional men 
for their boards. It also permitted the shareholders of a national 
bank in Cincinnati, Ohio, to draw upon a broader segment of business- 
men residing not only in the State of Ohio, but also in the Common- 
wealth of Kentucky. 

Since 1921, conditions have changed materially. Metropolitan 
areas have been extended enormously and communities have been 
brought closer together. The rapid growth of population, the 
shortening of distances by improved highways and modern trans- 
portation, the tremendous expansion of industries, and the wide 
dispersion of plant facilities, often in conformity with the national 
security program, have made the 50-mile limitation unrealistic and 
too restrictive. It should be extended to 100 miles. 

The CuarrMAN. What was the provision in the law before the 
50-mile limit was adopted? 
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Mr. Lyons. They had to be residents of the State in which the 
bank was located. In 1921 that was amended to provide for a 50-mile 
radius from the location of the particular bank. 

The CHarrMaAn. Going across State lines? 

Mr. Lyons. Yes, sir. 

Mr. Patrman. They had to stay within the city limits of the city in 
which the bank was chartered? 

Mr. Lyons. Beg pardon? 

Mr. Patman. Did they have to stay within the city limits of the 
city where the bank was chartered? 

Mr. Lyons. Within theState. The first requirement was that they 
must be residents of the State in which the bank was located. 

Mr. Parman. Wasn’t there some restriction about residence within 
a certain district or within the city, incorporated limits or something 
like that? 

Mr. Lyons. I think not. 

Mr. Patman. No distance was set forth? 

Mr. Lyons. That is my understanding. 

Mr. Patan. I notice that this leaves the impression that you don’t 
have enough good directors at these places. You state this will have 
the effect of enlarging the source of qualified directors in the areas, 
and a hundred miles around. 

I don’t think that you should put it on that basis. Surely there 
are plenty of qualified directors in New York City and Philadelphia 
and all these large cities. You can’t afford to say that we don’t 
have enough good men here, we have to go outside to get them. You 
leave the impression here that you don’t have enough in Cincinnati, 
you have got to go over into Kentucky. Of course, that is pleasing 
to the chairman, I know, because he is from Kentucky and I am sure 
you didn’t put it in there for that purpose. 

Mr. Lions. I merely used that as an example of what the 50-mile 
radius law permitted the banks to do. 

Mr. Parman. I don’t blame you. I would have given that as an 
illustration, too, because it makes the chairman feel good. 

Mr. Mutter. Mr. Lyons, what is the size of the directors of your 
own bank at Stamford? 

Mr. Lyons. Fifteen. 

Mr. Mutter. How many of them live outside of the State of 
Connecticut? 

Mr. Lyons. Not any. 

Mr. Mutter. None of them? 

Mr. Lyons. No. 

Mr. Mutrer. Under existing law you can take one-fourth of your 
directors from outside of the State, provided they live within 50 miles 
of the city under the existing statute; is that right? 

Mr. Lyons. That is right. 

Mr. Mutter. Your bank hasn’t found it necessary to do that?. 

Mr. Lyons. We are a very small town. Our bank is not nation- 
wide in scope. We have no large plants with branches in Buffalo or 
branches in Boston, for instance, so that I don’t think our bank is 
very illustrative. 

Mr. Mutter. Which Connecticut national bank has a branch in 
Boston or in Buffalo? 

Mr. Lyons. None. 
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Mr. Mutter. Which national bank has a branch outside of ttie 
city of its head office? . 

Mr. Lyons. In our town we do not have an industry with branches 
in Buffalo or Boston where we might want to draw directors from if 
we had such a condition. 

Mr. Muttsr. Has the National City Bank found any difficulty in 
taking care of its industrial clients that have places, not only outside 
of the State of New York, but all over the world? 

Mr. Lyons. I imagine they have. I don’t know. The State 
banks have that privilege, you understand, as I mentioned before. 

Mr. Mutrsr. I am now talking about the National City Bank. 
It is now the First National City Bank. 

Mr. Lyons. It is the only very large national bank in the city of 
New York and I say in passing that State banks have that wide lati- 
tude and have a wider territory from which to draw directors than 
does the National City Bank. 

Mr. Mutrer. What is the provision in the State of New York as 
to the directorship without residence? 

Mr. Lyons. I don’t have the provisions of the law, but the State 
banks in New York are not limited to the extent that national banks 
are in this respect. 

Mr. Mutter. You don’t know to what extent they are limited? 

Mr. Lyons. I don’t have that law. 

Mr. Mutter. Can you furnish us that for the record? 

In your own bank you haven’t found it necessary to go outside of 
your State for a single director? 

Mr. Lyons. Not at present. 

(Data requested above, appears in testimony of Comptroller of the 
Currency, at p. 61.) 

Mr. Mutter. How old is your bank? 

Mr. Lyons. It is the second oldest bank in the United States, 
chartered in 1863. 

Mr. Parman. Mr. Chairman, I would like to see a table showing the 
laws in the States, how the States feel about this problem. I would 
like to know what the law was about the distance that a director 
could reside away from the bank before the 1921 statute. I would 
like to suggest for your consideration, Mr. Chairman, that you con- 
sider asking the Chairman of the Board of Governors to testify 
because what we do here should depend largely upon what we know 
the attitude of the Board will be on issuing regulations to let people 
serve on boards of directors of more than one bank. 

Obviously 200 miles apart would cover almost all of New England, 
and in certain concentrated areas it would include hundreds of banks 
probably. We would like to know how the Board of Governors feels on 
this law restricting interlocking directorates, to see what the possi- 
bilities are under such broad provision as this, where people can 
serve on boards of directors 200 miles apart. 

Mr. Mutter. Mr. Chairman, may I ask a few more questions, 
please? 

The CHarRMAN. You may. 

Mr. Mutter. Mr. Lyons, on page 2 of your statement you refer 
to the fact that the 1921 amendment permitted national banks in 
Philadelphia to select directors from adjacent States of New Jersey 
and Delaware within the 50-mile limit of the office of the banks. 
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Do you know how many of the Philadelphia banks took advantage 
of that: provision? : 

Mr. Lyons. No. 

Mr. Mutter. Or to what extent? 

Mr. Lyons. No. 

Mr. Mutter. Could you supply that to us? 

Mr. Lyons. I don’t think I could ask the bank to go back to 1921 
and give me an analysis of what they did after that time. 

Mr. Mutter. Can you give us a statement of which Philadelphia 
banks have any directors and how many each bank has outside of 
Philadelphia? 

Mr. Lyons. No; I can’t. 

Mr. Mutrer. Have any of the Philadelphia banks told you that 
they would like now to go to the extent of 100 miles away from 
Philadelphia for directors? 

Mr. Lyons. No Philadelphia bank has told me anything like that. 

Mr. Mutter. How about Cincinnati? In the same paragraph 
you refer to the fact that under that 1921 amendment the Cincinnati 
banks were able to go to Kentucky to get a director. Can you name 
a single bank which took advantage of that situation and went to 
Kentucky for a director? 

Mr. Lyons. No. 

Mr. Mutter. Will you get the information for us? 

Mr. Lyons. I can’t get you the information. I can ask the Cin- 
cinnati banks if they would cooperate to that extent, but I don’t 
think they could go back to 1921 and make an analysis such as you 
suggest. 

Mr. Mutter. You don’t have to go back that far. All you need 
do is give us what the situation is today, as to how many directors a 
bank has and how many of them are living outside of a particular 
city or State and you have got the story. We will assume they took 
advantage of the act, because of what their directors presently show. 
Let’s go on to the next question. 

Can you name a single bank in Cincinnati that today wants to go 
as far as 100 miles for a director? 

Mr. Lyons. No, I cannot. 

Mr. Mutter. Thank you, sir. That is all, Mr. Chairman. 

The CHarrMANn. They can come over and get some good directors 
in Kentucky, not going very far. 

Mr. Mutter. So far as Kentucky is concerned, I would like to make 
it nationwide. We would like to have you and your friends in Ken- 
tucky serve the whole Nation. 

The CHarrMan. That is too much. We don’t want that. 

Mr. Parman. Mr. Chairman, | have to leave because it is 12 
o’clock. You are not going to pass on the bill this morning, are you? 

The CHarrMANn. How can we? 

Mr. Patman. I am asking for information. You take up Monday 
this flood bill? 

The CHAIRMAN. Yes, sir. 

Mr. Patman. And you will be on that Monday, Tuesday, Wed- 
nesday, something like that? 

The CuHarrMan. I don’t know how long we will have that. That 
will be indefinite. 
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Mr. Parman. I will be away Tuesday and Wednesday. I would 
liké to be here when these bills are considered in executive session, if 
I may. 

The CuarrMan. | suppose you may. I don’t know when we are 
going to consider them in executive session. 

Mr. Parman. I am just going to be away 2 days. 

The Caarrman. Call the next witness. 

If you will stand aside, Mr. Lyons. 

Mr. Carpvon. Mr. Chairman, the next witness is the Honorable 
Ray M. Gidney, Comptroller of the Currency. 


STATEMENT OF RAY M. GIDNEY, COMPTROLLER OF THE CUR- 
RENCY, TREASURY DEPARTMENT 


The CHartrMAN. Have you a written statement? 

Mr. Gripney. | have a two-page written statement which I think 
would be well to read. 

The CHarrMaNn. Read it, please. 

Mr. Mutter. Mr. Chairman, for the sake of continuity, may we 
ask Mr. Gidney, if he can, to answer the question I asked, with ref- 
erence to the other bill, which went unanswered, and that was with 
reference to the matter of why it wouldn’t be better to amend the 
law to make an uniform standard of 3 examinations in 2 years as the 
minimum, rather than 

The CuarrMan. We don’t want to go back into that examination. 
If vou iimit it to that, we will do that. 

Mr. Mutter. I asked that question before and it was unanswered. 
I asked the witness at that time to answer it. 

Mr. Gipney. Mr. Chairman, our view was that we should not ask 
for any more than we need at this time. We should make a minimum 
request, rather than a maximum request, and this was a basis which 
obtained the support of those of the Federal Reserve Board, the 
FDIC, the American Bankers Association were favorable. 

We thought it was a modest change, and in the direction of flexi- 
bility. It is flexibility we need particularly, and if Congress should 
wish to give us more, or a lower standard, that is up to the Congress. 
We are trying to do what you want us to do. 

The CHarrMAN. That seems to be a word that is much used by 
this administration, ‘‘flexibility.”’ 

Mr. Gipnry. We need a little, sir. 

Mr. Mutter. I don’t think that is the point. The point is whether 
or not we should fix the standard and make it uniform, or whether we 
should have a standard which is discretionary. It is not a standard, 
then. It is a matter of discretion. Should we vest a public official 
with discretion, or should the Congress fix the minimum standard? 

Mr. Gipney. I think if you give an official responsibility which this 
office carries, you ought to give him a little bit of discretion in how he 
conducts it, and you are putting a minimum there. You are putting 
a minimum requirement of 3 in 2 vears, and some discretion above 
that. 

Now it is a matter of what Congress wishes to do with us. We 
will try to live under what you give us. 

The CHAarRMAN. You may proceed on the bill. 


— 
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Mr. Gipney. Mr. Chairman, members of the committee, the 
National Bank Act, as enacted in 1864, contained a provision that 
three-fourths of the directors of a national bank must reside within 
the State wherein the bank was located. This statute remained un- 
changed in this respect until 1921 when legislation was enacted which 
provided that three-fourths of the directors of a national bank must 
reside within the State where in the bank was located or within 50 miles 
of the location of the bank if the director or directors maintained res- 
idences in another State. The statute in this respect has remained 
unchanged since 1921. 

The purpose of S. 1736 is to give to national banks a somewhat 
wider range in the selection of their directors. The shareholders of 
national banks are naturally desirous of electing as their representa- 
tives as strong a board as possible, and in some instances, the govern- 
ing statute now in force has been unduly restrictive. 

Federal law in this respect is more restrictive than that of some of 
the States. For example, New York law requires merely that one- 
third of the directors of a State bank must reside within the State, and 
three-fourths must reside within the State or anywhere within a con- 
tiguous State. In addition, the New York superintendent of banks 
may, in his discretion, permit as directors of a bank not more than 
one-half of the total number thereof to serve as such even though they 
are not residents of New York or a contiguous State. 

New Jersey and Michigan impose no geographic limitations on the 
residence of State bank directors. Under Oregon law two-thirds of 
the directors of State banks must be residents of the State or must 
reside within 100 miles of the bank. Under the laws of Ohio, Ken- 
tucky, and Texas, only a majority of the directors must be residents 
of the State. The law in all these States is more liberal than is 
present Federal law. In the District of Columbia, for District banks, 
at least one-half must be residents of the District. 

It is proposed to liberalize Federal law to some extent, and S. 1736 
would do this by changing the present 50-mile limitation contained 
in Federal law to a 100-mile limitation. It would also, under the 
amendment adopted by the Senate, and to which we do not object, 
change from three-fourths to two-thirds the percentage of directors 
who must reside within the specified geographic locations. 

If S. 1736 is enacted into law, two-thirds of the directors of a na- 
tional bank would be required to reside within the State where the 
bank was located or within 100 miles of the location of the bank if 
the directors resided in another State. 

In the light of modern-day transportation a director residing 100 
miles from the bank would be as available to discharge his directorial 
duties as would a director who resided 50 miles away at the time the 
present statute was enacted. 

With respect to the change from three-fourths to two-thirds, this 
is a very minor change as the number of directors may not be less 
than 5 nor more than 25. On most national bank boards only 1 
director would be affected, and on no board would more than 2 be 
affected. These rather minor changes would give to national banks 
a wider scope and greater freedom in the selection of their directors, 
and in our opinion would have no detrimental effects either on par- 
ticular banks, or on the national banking system. On the contrary, 
we believe they would be beneficial. We urge that S. 1736 be enacted. 
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The Cuarrman. There is no limitation now on the residence of 
one-fourth of the directors? 

Mr. Gipney. That is correct. 

The CHarrmMan. They may reside anywhere? 

Mr. Gipney. That is correct. 

The CHarrMan. Well, are there any more questions? 

Mr. Mutter. Mr. Chairman, if no one else has any questions— 
Mr. Gidney, who suggested this bill? 

M1. Gipney. I think the origin of this bill was the fact that in the 
neighborhood of New York, directors of those banks were moving 
out into residences more than 50 miles from New York, particularly 
into Connecticut, and that there was some hampering there of 
having some squeeze put on their directorate. 

Mr. Mutter. Which New York bank made the request of you? 

Mr. Gipney. We have in New York City in the borough of Man- 
hattan at the present time only three national banks, the First National 
City is the one which would be most interested and affected. 

Mr. Mutter. Did they indicate to you that they needed this 
legislation? 

Mr. Gipnry. They have done so, yes, sir. 

Mr. Mutter. How many of their directors would be affected? 

Mr. Gipney. I do not have the figures on that. I could obtain 
them and give them to you, sir. 

Mr. Mutter. When did they make known their desires to you in 
this connection? 

Mr. Gipney. Would you know about that, Mr. Jennings? 

Mr. JennrnGs. So far as the directors that would be affectea, 
actually they have a board of 25, and under the present law, one- 
fourth may reside anyplace. 

Under the law as proposed, they would be able to have 2 more than 
25 percent who could reside anyplace, so it would affect only 2 on a 
board of 25. 

Mr. Gipney. That was the change from three-fourths to two- 
thirds? 

Mr. Jenninos. That is right. 

Mr. Gipney. On the matter of the residence, I don’t have data as 
to who the men are. Of course, it isn’t only a matter of those on the 
board at the present time. It is a matter of who they can bring on 
the board in the future that we have to think about. We are not 
living in the past on this matter. We are looking at a bank of the 
character and size of the National City Bank and it has to look to the 
future. And since it is our last remaining large national bank in 
New York City, it is very important that they shall be given the means 
of doing the job, as well as their competitors. 

Mr. Mutter. The First National City Bank is a result of the merg- 
er of the First National Bank and the National City Bank? 

Mr. Gipney. That is right. 

Mr. Mutrer. Did the First National Bank, before the merger, 
make a suggestion to you about changing the law? 

Mr. Gipney. They did not to me. 

Mr. Mutter. To your office? 

Mr. JenninGs. I would believe that the matter was discussed prior 
to the merger, well prior to it. 

Mr. Mutter. Did anybody in the National City Bank make a 
suggestion before the merger? 
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Mr. Gripney. That is just what I meant, that the matter was under 
discussion in our office. 

Mr. Mutter. During the course of the negotiations leading up to 
the merger? 

Mr. Jennincs. It had no bearing on the merger whatsoever. I 
think it came up long before the merger was considered. 

Mr. Mutter. How long before? Again I will ask when was the 
first —— by any of the New York banks? 

Mr. JennriNGs. I would only be guessing, and I would prefer not to. 
Mr. Mutrer. Can you refer to your records and get the informa- 
tion? 

Mr. JenninGs. I would hope our records might disclose the exact 
date. Based on my memory, I believe, it is definitely correct that the 
matter was discussed before the merger with the First National had 
even been considered. 

Mr. Mutter. I would like to have you consult your records and 
furnish to us for our records, who it was and when it was, that the 
suggestion was made from a New York national bank, that this change 
be made? 

Mr. Jennincs. I will do that, sir. As I remember it, sir, the matter 
came up at least 3 years ago for the first time. 

(The information referred to is as follows:) 

TREASURY DEPARTMENT, 
COMPTROLLER OF THE CURRENCY, 


Washington 25, January 20, 1956. 
Hon. BRENT SPENCE, 


Chairman, House Banking and Currency Committee, 
New House Office Building, Washingten, D. C. 


Dear Mr. CuHarRMAN: During the course of the hearing on S. 1736 before 
your committee, on January 20, 1956, Congressman A. J. Multer inquired as to 
the exact date when a representative of the then National City Bank of New York, 
New York, N. Y., first discussed with officials of my office the possibility of obtain- 
ing a revision in the Federal statute pertaining to the residential requirements of 
directors of national banks. You are advised that the records of my office disclose 
the earliest date of which we have any written record to have been August 2, 1954. 

Sincerely yours, 


Ray M. GIpNEy, 
Comptroller of the Currency. 

Mr. Mutter. Will you consult your records and supply the in- 
formation to us, please? 

Mr. JenniNGs. I will do that, sir. 

Mr. Mutter. Is there any other bank other than one in New York 
City that made the suggestion? 

Mr. Gipnry. You mean in New York City? 

Mr. Mutrer. Other than New York City. 

Mr. Gipney. I do not know of any. 

Mr. Jenninas. I do not know of any, either. 

Mr. Gipney. Might I make an observation there, Mr. Multer? 
I am sorry Mr. Patman has gone, because we could throw a little 
bouquet to Texas. In Texas this sort of thing does not trouble them, 
because a hundred miles is nothing in Texas, and 

Mr. Mutter. Just a step up the road. 

Mr. Gipney. Just a step up the road. It would be possible to have 
directors between Dallas and Houston and El Paso and San Antonio 
and all that. 

Mr. Mutter. They have a different situation there, don’t they? 
They don’t have any branch banks. 
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Mr. Gipney. They do not have any branch banks. When we get 
back into this section of the country, where you can cross 4 or 5 States 
in a few moments, almost, in fact you can in a few hours, we have 
the problem. It is particularly acute in New York. It is not so far 
as [ am aware of equal interest in Philadelphia and yet they would 
have it. They would have it in New Jersey. They would have it, 
not in an embarrassing degree in Cincinnati, but the hundred mile 
matter for Cincinnati would be a desirable thing, because they could 
go down to Lexington and get a director who could get them access 
to the Keenland races and to the Kentucky Derby, and it would be 
a very desirable connection, I think the chairman will agree, for they 
might get to Ashland. I think that Lexington is 92 miles from Cin- 
cinnati so they couldn’t have a director there. I say they couldn’t 
have one. They could have it within the one-fourth allowed for out- 
of-State. There is no limitation at the present time as to where the 
out-of-State directors may reside. The National City Bank has a 
director in San Francisco whom they tell me is very useful. They 
have a director in Dayton, Ohio. The first I think is connected with 
Standard Oil of California, and in Dayton, they have the head of the 
National Cash Register, and they can have more within that limit, 
but their competitors may have one-third, a matter of course, and 
may have up to one-half with the permission of the superintendent 
of banks. 

Mr. Mutter. These are all hypothetical cases? 

Mr. Gipney. They are all hypothetical cases, but we are looking 
forward, not backward on this. 

Mr. Mutter. I think probably you fall in line with the suggestion 
Mr. Patman made a little earlier in the day, that it is time that we sat 
down and looked over and studied all of the statutes applicable to our 
banks and revised them and recodified them, and took care of all of 
these little things that need attention. 

Mr. Gipney. I think I should fall in line with that. I know the 
magnitude of it. I know the undertaking that that represents. For 
my brief stay here I am just taking a particular matter as it comes to 
attention and bringing it up and hoping that your Committee and the 
Senate Committee and the Congress will make minor corrections be- 
fore they undertake the very large job. 

Mr. Mutter. I am sure that some of our colleagues were surprised 
to hear a witness refer to Clayton Act provisions being applicable to 
national banks. You have got the same situation here. There are 
any number of statutes that apply to national banks but you have 
to look in half a dozen or more places to find them. 

Mr. Gipney. I am not suggesting a change in the Clayton Act, and 
this would not change the Clayton Act in any way. I have lived with 
that act quite closely. 

Mr. Mutrsr. I am not suggesting it would. I am suggesting it in 
line with the need for a study or revision of all of our banking statutes. 
We have the Federal Reserve, FDIC Act, National Banking Act, pro- 
visions in the Clayton Act, you have provisions in the Sherman Anti- 
trust Act which are of doubtful application, yet they may have appli- 
cation. There is a dozen different places where we find statutes that 
have application. 

Mr. Gripnry. That is very true. 

Mr. Mutrer. Coming back to the precise situation as I asked 
Mr. Lyons, I ask you, can you supply to us the names of any banks, 
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either in Cincinnati or Philadelphia or anywhere else other than the 
one you have mentioned in the city of New York that have indicated 
a need for this change, or that complained that they could not keep a 
director because of the present limitations in the law? 

Mr. Gipney. | donot think I could supply any names in that case. 
We could ask banks whether it would be helpful. The discretion 
would be there. There are many banks not using the one-fourth 
that they might now have. I dare say that that would be true in the 
banks in Cincinnati. I think they would probably have room for 
a Lexington or Ashland director. 

Mr. Mutter. Isn’t it fair to assume, Mr. Gidney, that if the banks 
found that they were being unduly restricted or limited so far as their 
director’s residence is concerned, that they would have made request 
either to your office or directly to the Congress for some relief? 

Mr. Gipney. I think that is true. I think this does bear particu- 
larly in New York. I do not think there is any use to dodge that 
fact. I think that is the case. 

In New York our remaining large national bank is hampered by 
this, and should be given relief. 

Mr. Mutter. I do not recall whether you appeared before the 
Senate committee on this bill but I recall reading the testimony and 
I think Senator Frear on that side said this particular bill was requested 
by a Washington bank. Do you know which Washington bank he 
had in mind, or Washington banker he had in mind? 

Mr. Grpney. Mr. Jennings appeared before the committee. I 
think that must have been a mistake, because I think there was no 
Washington bank that expressed any view for themselves. 

Mr. JENNINGS. I don’t remember that there was. 

Mr. Mu LTER. Do you recall Senator Frear indicating that during 
the last year’s hearing? 

Mr. Jenninas. I do not recall it. 

Mr. Mutter. I think you can take my word that he did. I am 
not trying to quarrel with you. But he did make that statement. 
I was interested to know what Washington bank he had in mind. 

Mr. Grpney. They may have made a statement as to the desira- 
bility but I do not believe that any Washington bank had the problem. 

Mr. Mutter. In other words, so far as either of you gentlemen 
know, there is no Washington bank that has indicated—now talking 
about the District of Columbia—has indicated a need for the statute. 

Mr. JenNriNGS. Are you speaking about the State of Washington? 

Mr. Mutter. No, the District of Columbia. 

Mr. Gipney. I think it is possible that one of the District bankers, 
one of the banks located in the District, may have expressed a view 
that the change was desirable, but I do not believe that they had any 
pinch on their particular case. 

Mr. Jennincs. No, I do not believe that any Washington banker 
is affected. 

The CHarrMAN. Have you had any requests from Cincinnati banks? 

Mr. Gipney. No, sir. We think the Cincinnati illustration is a 
good one. We haven’t had any requests from Cincinnati banks. 

Mr. Tauie. Mr. Chairman. 

The Cuarrman. Mr. Talle. 

Mr. Taute. I would like to ask our colleague, Mr. O’ Hara, a ques- 
tion. You represent a district in greater Chicago. That embraces 
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a very large territory. Don’t you start, for all business purposes, 
around Hammond, Ind., and cut through Cook County and go up 
to Kenosha, Wis.? 

Mr. O’Hara. Dr. Talle, I have been thinking along that line. I 
appreciate the advantage of tapping into the charm and genius of Ken- 
tucky but Kentucky is further from Chicago than a hundred miles. 
I am wondering if there are any other reasons that would make this 
change advantageous to the banks of Chicago, and if we extend 
a hundred miles we cannot tap Kentucky, which we would like to do, 
of course, and I would say, Dr. Talle, that 50 miles probably covers 
the reasonable area of metropolitan Chicago. If you went a hundred 
miles to the north, are you tapping the territory of Milwaukee or of 
Chicago? I don’t know. If you go 50 miles to the south, you take 
in Gary and possibly all of Indiana that roughly can be included in 
metropolitan Chicago. But before voting on this I would want to 
refresh my memory by consulting the maps. I have been trying to 
think what points farther from Chicago than 50 miles are in what we 
regard the Chicago zone, really a part of the financial life of Chicago. 
I cannot intelligently, without refreshing my memory, answer your 
question. 

Mr. Tauue. It seems to me that for many business purposes, and 
probably other purposes, too, 50 miles would be rather restrictive for 
a great area like Chicago and greater Chicago. I think a hundred 
miles would be better. 

Mr. O’Hara. I wouldn’t be prepared to answer. I might say 60 
miles, 75 miles. One hundred miles might raise a geographical 
question. 

Before voting on this, I want to give it some study and some 
thought. 

Mr. Tauue. I can understand that. Thank you. 

Mr. Mutter. I think, Dr. Talle, if I may interject, a good way of 
testing that question is determining what do the trade associations 
consider as the metropolitan area of these big cities. I think when 
vou get beyond 50 miles, you are going outside of what they look 
upon as the metropolitan area, whether it be New York, Philadelphia, 
or Chicago. 

Mr. Tatue. The tendency in Chicsgo and elsewhere is for a. lot 
of people to live in suburbs. That is right, isn’t it, Mr. O’Hara? 

Mr. O’Hara. I was trying to think Dr. Talle, Colonel McCormack, 
who had great interest in Chicago and owned a newspaper there; 
as I recall his home was some considerable distance from Chicago. 
I have been trying to think whether it was within a 50-mile area or a 
hundred-mile area. Jt was some considerable distance off and of 
course there are a number of very prominent people in the activities 
of Chicago who do live some distance from the city. 

Mr. Tatus. Thank you. 

The CuHarrmMan. If there are no further questions, Mr. Gidney, 
you may stand aside. 

Mr. Gipney. Thank you, sir. 

The CuarrMaAn. The committee will adjourn to meet at the call of 
the Chair. 

(Whereupon, at 12:04 p. m., the committee adjourned to reconvene 
at the call of the Chair. 


Xx 




















